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MONDAY, DECEMBER 7, 1953 


Unitep States SENATE, 
SUBCOMMITTEE ON MoNnopoLy AND ANTITRUST 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 424, 
Senate Office Building, Senator William Langer (chairman of the 
subcommittee) presiding. 

Present: Senators Langer (presiding) and Kilgore. 

Present also: Senators Watkins, Murray, Gillette, and Mansfield. 

Present also: Wayne H. Smithey and Thomas B. Collins, professional 
staff members. 

Present also: Carroll Day, State senator of North Dakota; and 
William C. Wise, counsel, Missouri Basin Electric Consumers Asso- 
ciation. 

The CuarrMAN. The meeting will come to order. 

You may proceed. 

Mr. Smiruey. Mr. Harvey F. McPhail? 

Mr. McPuat. Yes. 

The CuarrMan. Will you state the purpose of the meeting? 

Mr. Smituey. I will be glad to, sir. 

Mr. Chairman, the meeting has been called for the purpose of 
ascertaining whether the new power policy and marketing criteria 
of the Department of the Interior constitute an abrogation of the 
preference clause of the Flood Control Act of 1944 and other acts: 
and if so, whether such an abrogation might lead to the disruption of 
competition in the electric power industry and result in the creation 
of a power monopoly. 

In that connection, we have here with us this morning Mr. Harvey 
F. McPhail, the Assistant Commissioner of the Bureau of Reclama- 
tion of the Department of the Interior, as well as the Under Secretary 
of the Department of the Interior, Mr. Tudor, and the Assistant 
Secretary of the Interior, Mr. Aandahl. 

If it 1s agreeable, Mr. Chairman, I would like to proceed with 
Mr. McPhail. 

The Cuarrman. I would like to swear all the witnesses at one time. 
Will vou all rise and I will swear you at one time, everybody here who 
is a witness. 

(A large group arose and were duly sworn by the chairman.) 
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TESTIMONY OF HARVEY F. McPHAIL, ASSISTANT COMMISSIONER, 
BUREAU OF RECLAMATION, DEPARTMENT OF THE INTERIOR; 
ACCOMPANIED BY RALPH A. TUDOR, UNDER SECRETARY OF 
THE INTERIOR; FRED G. AANDAHL, ASSISTANT SECRETARY 
OF THE INTERIOR; AND CLARENCE A. DAVIS, SOLICITOR, 
DEPARTMENT OF THE INTERIOR 


Mr. SmirHey. Mr. McPhail, do you have a copy of a prepared 
statement that you care to make to the committee? 

Mr. McPuart. I do not. 

Mr. Smituey. Do you have in your possession a copy of the general 
statement of power policy issued by the Department of the Interior 
in August? 

Mr. McPuat. Yes, sir; I do. 

Mr. SmitHey. Would you furnish one for the record, please? 

Mr. Chairman, may that be received and marked “Exhibit 1” for 
the record? 

The CuarrMan. Certainly. 

(The document referred to was marked ‘Exhibit No. 1” and was 
filed with the committee.) 

Mr. Smiruey. Do you have for the record a copy of the statement 
of power policy applicable to the eastern and western divisions of 
the Missouri Valley Basin announced in September, and if so, would 
you submit that for the record? 

Mr. Chairman, may those be received and marked “Exhibits 2 
and 3’’? 

The CHarrMan. Certainly. 

Mr. McPuau. If I understand rightly, the documents referred to 
are entitled “Marketing Criteria Established for Western Division, 
Missouri River Basin,”’ and a similar one for the eastern division. 

Mr. Smiruxy. The documents I had reference to, sir, were docu- 
ments in memorandum form from the Bureau of Reclamation ad- 
dressed to the Assistant Secretary of the Interior, Mr. Aandahl. I 
think they are dated September 9 and September 10, respectively. 

Mr. McPuatrt. Yes, sir; I have those two. 

Mr. SmitHrey. Would you submit those for the record, sir? 

(The documents referred to were marked “Exhibits Nos. 2 and 3” 
and were filed with the committee.) 

Mr. Smiruey. Mr. McPhail, do you have a copy of any comparison 
which may have been made in the Bureau or in the Department of 
the Interior outlining the differences between the old and the new 
power policy? 

Mr. McPuat. No, sir, I do not have that. 

Mr. SmitHey. No comparison has been made, to your knowledge? 

Mr. McPuam. Yes, sir; there have been comparisons made, but 
no official document made by the Bureau of Reclamation to set out 
the comparison. 

Mr. Smrruxy. Has there been a document prepared in the Depart- 
ment of the Interior itself, to your knowledge? 

Mr. McPuatrt. Not to my knowledge. I might say that, of course, 
comparisons have been made in various public statements, but a 
document, as such, comprising those differences, I do not believe has 
been prepared. 
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Mr. Smiruey. Do you have a copy available of a new form con- 
tract to be used under the new policy? I presume there will be form 
contracts prepared. 

Mr. McPuaiu. There will be, but I have no such form. 

Mr. Smiruey. You have no such form at this time? 

Mr. McPuai. No, sir. 

Mr. Smirney. Do you have a copy of the old form contract that 
was used under the previous policy? 

Mr. McPuaiu. There are copies available of any of the past con- 
tracts. I do not have any of such forms with me. 

Mr. Smiraey. Would you submit to the committee, sir, a repre- 
sentative copy? 

Mr. McPuat.. I would be glad to present a copy of a representa- 
tive contract that was made prior to 1953, if that is what you have 
in mind. 

Mr. Smirney. That is correct. 

May that be received when submitted, Mr. Chairman, and marked 
“Exhibit 4’’? 

The CHAIRMAN. Yes. 

(The document referred to was marked ‘‘Exhibit No. 4’ and filed 
with the committee.) 

Mr. Smiruey. At the time the new power policy was formulated, 
new rate schedules were prepared also for the Eastern and Western 
Divisions of the Missouri Valley Basin, were they not, and submitted 
to the Assistant Secretary? 

Mr. McPuatit. I am sorry, I didn’t get that question. 

Mr. Smiruey. I say at the time that the new power policy was 
formulated, were not new rate schedules prepared for the Eastern 
and Western Divisions of the Missouri Valley Basin and submitted 
to the Assistant Secretary? 

Mr. McPuaiu. Yes, there was a change in rates submitted to the 
Assistant Secretary. 

Mr. Smiruey. Could you submit for the committee the proposed 
new rate schedule? 

Mr. McPuatu. I will be glad to submit that for the record. I 
don’t know that I have a copy of that with me. 

(The document referred to was marked ‘Exhibit No. 5” and filed 
with the committee.) 

Mr. Smiruey. Mr. McPhail, reverting for a moment, if we may, to 
the new form contract, I think you had previously stated that a copy 
of that new form contract was not available at the present time for 
submission to the committee. Is there any kind of new contract 
already prepared or in the process of preparation? 

Mr. McPuaru. We would anticipate that any changes required in 
contract language would be prepared at the time of negotiations of 
the new contract. There has been nothing prepared at this time, 
and it is not proposed that there be any significant changes in con- 
tract terms. 

Mr. Smirney. Mr. McPhail, did you participate in the formulation 
of the new power policy relating to the Missouri Valley Basin? 

Mr. McPuaiu. I took part in meetings that were held in the 
Department discussing some phases of it. I was not a party to the 
final development of the rate policy, as such. That was done by the 
Department, where it properly should have been. 
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Mr. Smituey. The policy was prepared in the Department rather 
than in the Bureau of Reclamation? 

Mr. McPuat. Yes, sir. 

Mr. Smiruery. Were any other agencies of the Government outside 
of the Bureau consulted in the preparation of the power policy? 

Mr. McPaati. I am sorry, would you repeat that? 

Mr. Smirney. Were any other agencies of Government outside of 
your Bureau, to your knowledge, consulted concerning the prepara- 
tion of the new power policy? 

Mr. McPuart. Not to my knowledge. 

Mr. Smirxey. Who else was present at the meetings that were held 
which you attended, do you recall? 

Mr. McPuam. I don’t recall. There were a number of informal 
meetings. Assistant Secretary Aandahl was present at all of them, 
[am sure. 1 don’t remember who may have been present at others. 
There was no large gathering. They were informal discussions inso- 
far as my participation was concerned. 

Mr. Smirney. The new policy was announced in August, was it 
not—the general policy? 

Mr. McPuatt. I believe so, yes, sir. 

Mr. SmirHey. How long prior to that time was the new policy 
under preparation, to your knowledge? 

Mr. McPuatu. I would have to assume that the new policy was 
under consideration at least from the time the new administration 
took office. 

Mr. Smrrney. You assume that. How far back in this year do 
you recall the meetings being held which you attended for the purpose 
of formulating a new power policy? 

Mr. McPuai. I would say probably as early as April or May of 
1953. 

The CHarrMan. Speak a little louder, please, so we can hear you. 

Mr. Smirney. Could you tell me, at the conferences which you 
attended or the meetings which you attended, were any organizations 
or persons outside the Government present? 

Mr. McPuat. I can’t recall any, although I would like to make it 
clear that there were meetings held for various purposes with outside 
agencies where there may have been some incidental discussions of 
power policy. 

Mr. SmirHey. Were you present at those meetings? 

Mr. McPuaiu. I mentioned that at the meetings I did attend, 
some cases outside people were there, but not specifically for the pur- 
pose, as I understood it, of any discussion of power policy. 

Mr. Siruey. Do you know the purpose for which they attended? 

Mr. McPuai. The attendance was in connection with the general 
negotiations or seeking of information in connection with power 
supply. 

Mr. Smiruey. Do you recall the names of the persons who were 
present and the information they furnished? 

Mr. McPuait. No, sir; I could not recall that. 

Mr. SmirHey. Do you know anyone in the Bureau or outside the 
Bureau who could supply the answer to that question? 

Mr. McPauart. No; I do not. 

Mr. Smiruey. To your knowledge, was the REA consulted, either 
before or after the policy was formulated, to ascertain the effect of the 
policy, if any, on the loans of that agency to the co-ops? 
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Mr. McPuart. Not to my knowledge. 

Mr. SmirHey. Can you tell the committee, sir, whether the new 
power policy will compel public bodies and co-ops to renegotiate their 
presently existing contracts? 

Mr. McPuatn. No, sir; it will not. 

Mr. Smiruey. Will it compel them to seek supplemental agree- 
ments? 

Mr. McPuait. Not unless they so desire it. 

Mr. Smiruey. Will it not be necessary for such groups to renego- 
tiate in order to assure their future power needs? 

Mr. McPuat. That may be. They will have to do that, but that 
is optional with the present contracts that we have, whether they 
desire to seek additional power or otherwise alter their existing con- 
tracts. 

Mr. Smiruey. Would this be due to the elimination of the with- 
drawal option in the contracts with nonpreference customers, and the 
refusal of the Government in the new policy to accept a utility res pon- 
sibility? 

Mr. McPuatt. The necessity for renegotiating contracts I think is 
optional with the contractors, and if they consider that the items you 
have mentioned will affect the amount of power they should contract 
for, then it would be optional with them whether they desire to open 
negotiation for a new contract. 

Mr. Suiruey. If they anticipated any increase in their load growth, 
it would be almost imperative that they negotiate at least a supplemen- 
tal agreement, would it not? 

Mr. McPuatt. It certainly would if they anticipate that they are 
to rely upon the Federal Government to supply their future needs. 

Mr. Smiruey. What other sources of supply do the public bodies 
and rural co-ops have to supply their other needs? 

Mr. McPuait. Their other sources would be purchases that could 
be made from private utilities, from public bodies that might have 
generation of their own, or the construction of generating facilities 
by the agencies directly concerned. 

Mr. SmitHey. How do the rates of those bodies compare with the 
rates charged by the Government for similar power needs? 

Mr. McPuatt. I think they vary quite widely, but in general they 
are higher than the rates at which the Federal Government is selling 
power. 

Mr. Smituey. Do they range as much as 50 or 100 percent higher? 

Mr. McPuatn. Yes, in some cases at least that much. 

Mr. SmirnEy. Would you explain to the committee while you are 
in attendance, Mr. McPhail, the purpose of the withdrawal option in 
the present policy, and then relate, too, if you will, the purpose of the 
new policy in eliminating that withdrawal option from the contracts 
of nonpreference customers? 

Mr. McPuait. The clause in the present contracts covering the 
withdrawal of power is for the purpose of making that power available 
to preference customers as their needs arise in the future. It is in 
accordance with the policy which was established under previous 
administrations. 

Mr. SuirHey. Is it not also in accordance with section 5 of the 
Flood Control Act of 1944? 
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Mr. McPuatn. I am not a lawyer and would not attempt to pass 
on the legal meaning of the 1944 Flood Control Act. 

Mr. Smiruey. I had asked you, too, to describe the effect of the 
elimination of the withdrawal clause. 

Mr. McPuait. The effect of the elimination of the withdrawal 
clause, to the extent that contracts may be entered into with non- 
preference-type customers, would be to insure those non-preference- 
type customers that during the term of the contract, the power could 
not be taken away. 

Mr. Smiruey. It will also prevent, will it not, the rural co-ops and 
the public bodies from securing power to supply their additional needs 
as they grow and as their needs grow? 

Mr. McPuatit. That is a question that hinges upon the amount of 
power that will be available. It would be true if there were large 
amounts of power sold to the nonpreference customers. It does not 
appear to us that there is going to be any amount of firm power sold 
to new nonpreference customers in the area. I think the public 
bodies will probably apply for even more power than will be available 
as indicated in the marketing criteria. 

Mr. SmirHey. Do you think they will take it as a result of a feeling 
on their part that that is the only way they can secure definitely their 
power needs for future growth? 

Mr. McPuat. I don’t know under what thinking they would take 
it, but I do feel that there is more likely not to be enough to go around 
to the preference-type customers than otherwise. 

Mr. Sarruey. If all of the power is not taken by the preference- 
customers, then under the new policy the Government will negotiate 
contracts with nonpreference customers for the remaining power; is 
that not true? 

Mr. McPuart. It may. It is permissible under the marketing 
criteria. 

Mr. Siruey. Is not it anticipated under the marketing criteria 
that they will do so? 

Mr. McPuain. I don’t believe it is anticipated. It is permissive, 
but in my thinking it is not certain at all. 1 think a lot of considera- 
tion should be given to what may be left before any contracts are 
actually entered into. 

Mr. Suiruey. Is it not true, sir, that the Department has stated 
that it is necessary for them to sell all the firm power that they have in 
order to reduce their obligation for the capital investment that they 
have in the dam as well as the investment which they have in the trans- 
mission and generation of the electricity? 

Mr. McPuarm. That is certainly right. The Government’s re- 
sponsibility is to pay the costs of the Missouri Basin project, and that 
ean only be done if either the power is all sold as rapidly as it comes in 
or there be some subsequent rate increase to overcome the delay in 
revenue coming in which would otherwise be the case, 

Mr. Smirney. Notwithstanding that, you say it is still not antici- 
pated, though, that if the co-ops and the public bodies do not take all 
the power available, it will be sold to the nonpreference customers, 
particularly the private utility companies? 

Mr. McPuai. I say that a sale to such customers is permissive 
under the criteria, but is not a requirement of the criteria. 

Mr. Smirney. You also said it was not anticipated, didn’t you? 
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Mr. McPuatt. I say that there would be very considerable thought 
given to the situation of preference customers before contracts are 
entered into, if they are entered into, with the nonpreference con- 
tractors. 

Mr. Suiruey. Just what commitment is expected of the public 
bodies and co-ops as preference customers by January 1, 1954, under 
the new policy? 

Mr. McPuaiu. The request under the new policy is that the 

various agencies in the Missouri Basin indicate how much power they 
would be willing to contract for so that there can be a comparison 
made between the amount of power desired and the amount of power 
available. Following that time, the question of negotiation of actual 
contracts to sell that amount of power will be considered. 

Mr. SmirHey. Do you term that as a request only? 

Mr. McPnuait. If they are interested in having an allotment of 
power, it is necessary that they make this application. Otherwise, 
we will have received, undoubtedly, applications of large magnitude 
at least, which perhaps could result in allotment of the power to the 

various applicants that would leave out some customers who are in 
the preference class and would desire power. 

Mr. Smrruey. If they don’t file for their future power needs by the 
Ist of January 1954, “‘they’’? mean the public bodies and co-ops as 
preference customers, will they be permitted to file after January 1 
and have their application considered? 

Mr. McPuain. I cannot answer officially on that. My own idea 
would be that if there is power left over after there is a review of the 
applications received on January 1, 1954, there would probably be 
further opportunity, but if the power is all applied for, I would think 
that those who had made application for it would certainly receive 
the preference in the allotment. 

Mr. Smirary. Do you consider the time given under the new 
policy—I think it was 90 days—sufficient to permit the cooperatives 
and the public bodies to estimate their power needs for the maximum 
possible period, which as I recall was 20 years? 

Mr. McPaatu. The reference to 20 years is the maximum period 
of the contract. It has no essential reference to the power require- 
ments for a 20-year period. 

Mr. Smituey. Actually, you are permitting, aren’t you, under the 
new policy, a nonpreference customer to come in if there is power left 
after the first of January 1954, and conclude a 20-year contract with 
you, in which he will have a firm commitment for that power on a 
nonwithdrawable basis for that period of time? 

Mr. McPuait. It is permissive under the criteria, but it is not 
mandatory. 

Mr. Smiruey. All right. If such an opportunity is given to the 
nonpreference customer after January 1, 1954, in order to protect 
themselves, would it not be necessary for the public bodies and co-ops 
to negotiate similar long-term contracts? 

Mr. McPuart. No; it is not necessary that they do that. That is, 
if a preference-type customer would desire to contract, say, for a 
period of only 5 years, that preference-type customer nevertheless 
would have preference for that 5-year period as against any require- 
ment of a nonpreference customer, regardless of the length of time. 
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Mr. Smiruey. And at the end of the 5 years he would have 15 
years, probably, that he would have no preference, is that not true? 

Mr. McPuain. No; the preference would be available again when 
his contract expired, because at all times under the criteria, the 
preference is again there when the power becomes available. 

Mr. Smirney. When new power becomes available? 

Mr. McPuain. New power or upon the expiration of a given con- 
tract, the same amount of power that he has previously enjoyed. 

Mr. Smiruey. Yes, but if he sought to ascertain his power needs 
for 20 years in order to protect himself, he would have to commit 
himself for 20 years, would he not? 

Mr. McPuatm. No, sir; I cannot agree with that statement. 

Mr. SmirHey. Can you tell me just how the figure of 90 days was 
arrived at under the new power policy? 

Mr. McPuai. It was arrived at as being a reasonable period of 
time for the various customers to express their requirements. Also, 
it was influenced by the coming availability of blocks of power in the 
Missouri Basin which the Government should be disposing of. 

Mr. Smiruey. If we may shift for a moment. Remembering your 
statement that you are not a lawyer and you don’t want to get into 
legal questions, if any of these questions appear to you to require legal 
answers, just so recite. 

Under existing law, public bodies and co-ops have a preference for 
the purchase of power from Government-owned plants, do they not? 

Mr. McPuait. That is true. 

Mr. Smiruey. In the past, was there not a provision in the con- 
tracts that gave an option to the Government to withdraw allocated 
power from private concerns when it was needed to fulfill the require- 
ments of preference customers? 

Mr. McPuatn. That is true, I believe, in all contracts that have 
been entered into with nonpreference-type customers since the issu- 
ance of the power policy statement by former Secretary Ickes in 1946. 

Mr. Smiruey. If this withdrawal clause which we have previously 
spoken about is eliminated from the contracts of nonpreference cus- 
tomers, would this not make the preference now allowed by law a 
stationary one, that is, as of a given date, rather than a continuing 
one as has been the previous policy? 

Mr. McPuait. I think you are stating pretty close to legal interpre- 
tations. Again I say I am not a lawyer. 

Mr. Smiruey. Is the Solicitor for the Department here? 

Mr. McPuam. Yes. 

Mr. Smrinsy. May we have an answer to that question from the 
Solicitor at this time? 

Mr. Davis. What was the question? 

Mr. Smirney. Relating to the preference clause in the Flood 
Control Act of 1944 as an example, section 5, you recall that a pref- 
erence is given to public bodies and cooperatives in the purchase of 
power from the Government. The question to which I sought to elicit 
an answer from Mr. McPhail was: Heretofore has not this preference 
been a continuing one without reference to any time limit? 

Mr. Davis. If you are referring to a matter of policy, judging from 
Mr. McPhail’s answer, because I haven’t been into it myself, I judge 
that if there were withdrawal clauses in the previous contracts, that 
has been true, yes. 
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Mr. SmirHny. The question then became: If the withdrawal clause 
is eliminated from contracts after January 1, 1954, would that not 
make the preference then simply a stationary preference, that is, 
one with a definite time limit and not a continuing preference as has 
been the case in previous years? 

Mr. Davis. You have to state your facts of the particular case and 
the particular situation. 

Mr. SmirHey. You state the facts, then, and give me the answer, 
if you will, sir. 

Mr. Davis. That could be true under some circumstances, but it is 
not necessarily true under others. Mr. McPhail has already answered 
that in his interpretation of the situation, in which I think I thoroughly 
agree, these contracts terminate and they may be renewed by the 
preference people. Of course, they haven’t lost whatever they pre- 
viously contracted for. That would seem to be clear. As to the other 
question, that in turn would again depend upon whether the power 
had been sold to others and had been sold to others for a time past the 
date when their contract would expire, which again is a policy matter 
and a matter which would depend upon what the contractual situation 
was in the area at the time. It doesn’t necessarily follow, but it could 
follow. 

Mr. Smrruey. Going back to Mr. McPhail, if we may, Mr. Chair- 
man. 

Mr. McPhail, if the public bodies and co-ops sought to protect 
themselves by requesting power for their future load growth, would 
not the public bodies and co-ops be required to purchase power that 
they did not need in order to guard against those future contingencies, 
under the new policy? 

Mr. McPuat. Yes, sir; they would. 

Mr. Smirney. Would this not mean that the rates to consumers of 
power from co-ops and public bodies would be increased in order to 
pay for power not used? 

Mr. McPuai.. You are speaking about the individual co-ops now? 

Mr. Smiruey. That is right, and the public bodies that are served. 

Mr. McPuar. Certainly any expense they create, they will 
have—— 

Mr. Smiruery. To pass on to their customers? 

Mr. McPuatt (continuing). To pass on to their customers. 

Mr. Smiruey. You have touched on this before, and I will ask 
you the question again, and you can support your answer some more, 
if you will. Suppose after the power sale to preference customers 
has been had and the remaining power sold to private concerns for 
a 20-year period. In the absence of a withdrawal option of some 
of the power allocated to private concerns, how would you meet— 
meaning the Government—an increased need for power by a par- 
ticular public body or co-op? 

Mr. McPuatt. If all power were contracted for, whether it be to 
preference or nonpreference customers or a combination of the two, 
any additional needs could only be met by the Federal Government 
if the Federal Government were authorized by the Congress and 
appropriations made for additional hydro development. 

Mr. Sorruey. If all the presently available power was contracted 
for, either by the co-ops or by the nonpreference customers, and an 
increased need arose by any co-op, the Government, under the new 
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policy, would have no responsibility whatsoever for the furnishing of 
power to that co-op customer, would it? 

Mr. McPuait. That is correct, either the new policy or the old 
policy, I might add. Neither one of them established a responsibility 
on the Federal Government to supply all needs. 

Mr. Smirany. However, under the old policy, wasn’t it true that 
since they had a withdrawal option from their nonpreference cus- 
tomers, that power could be secured for the needs of the rural co-ops 
and the public bodies? 

Mr. McPuat. That is true. That was not in the previous state- 
ment. That is certainly true. If there were, under the = polic 
some power withdrawable from nonpreference customers, edad 
have been made available to preference customers to winters er ene 
there was power available. 

Mr. Smirney. That cannot be true under the new policy, can it, 
sir? 

Mr. McPuat. That cannot be true under the new policies, if it is 
of any significance; that is, I doubt myself that there is going to be 
any power available for sale to the nonpreference customers. 

Mr. SmirHey. Can you tell me this: If the co-ops do not take all 
the power available, and some of that power is sold to nonpreference 
eustomers, and the need then later arises in a co-op for additional 
power, would it be likely that that co-op would have to seek power 
from private utilities, since it is not available from Government 
sources? 

Mr. McPuatt. It would have to seek power wherever there was a 
possibility of getting it. One of the sources would probably be private 
utilities. 

Mr. SmitrHey. Could you list some of the others? 

Mr. McPuaw. Another might be from a public body which had 
generation of its own, or, third, the agency might make an investment 
in its own generating facilities. 

Mr. Smiruey. It is likely, if they had to purchase power from other 
sources, whatever that source might be, that it would result in an 
increased cost to the co-op, would it not? 

Mr. McPuatt. I think that is probably true as compared to the 
presently existing Government rates. 

Mr. Smiruey. If it is true that they may be required to seek extra 
power from private concerns at an increased cost, is this consistent 
with the statutory admonition concerning the sale of public power: 
that it encourage the most widespread use at the lowest possible rate 
to consumers consistent with sound business principles? 

Mr. McPuar.. Again you are getting me into a legal area of inter- 
pretation of provisions of the law, and I am not competent to do that. 

Mr. Smiruey. In the Department or in the Bureau itself, have you 
worked out any formula which would indicate the particular need of 
the co-ops in the Missouri Valley Basin? I notice that you have said 
several times that you expected all the power to be contracted for by 
the public bodies and cO-ops. 

Mr. McPuart. Yes, sir, that is our estimate. 

Mr. SmirxHey. Can you tell me whether the new power policy an- 
nounced for the Missouri Valley Basin will form the pattern for the 
power policy to be followed throughout the United States? 
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Mr. McPuat. I cannot tell you that. I think that is a proper 
question for the Department, not for the Bureau of Reclamation, 
since we only operate in a given area. 

Mr. Smiruey. Mr. Tudor, are you qualified to answer that ques- 
tion, sir? 

Mr. Tupor. Will you ask the question again, please? 

Mr. Smiruey. I will be glad to, sir. Does the new power policy 
announced for the Missouri Valley Basin form the pattern for a power 
policy to be followed throughout the United States? 

Mr. Tupor. Let me put it this way: that the power policy to be 
followed throughout the United States by the Department of the 
Interior is enunciated in the power policy which was issued in August, 
rather than the specific criteria for the Missouri Basin. The Missouri 
Basin is for itself. 

Mr. SmirHey. Actually, the Missouri Basin policy represents an 
application of the general power policy announced in August? 

Mr. Tupor. That is right. The basic policy criteria is the one 
applied throughout the courtry. 

Mr. Smirney. It is expected that that will be applied how soon for 
the rest of the country? I take it this is the first instance that the 
new power policy has been applied? 

Mr. Tupor. No, I don’t think it is. For instance, in the Bonne- 
ville Power Administration, where we have negotiated some con- 
tracts for the sale of power up there, it has been applied. But there 
was not a specific policy statement gotten out there. 

You see, in the Missour: Basin, there is a new problem in the basin 
with new power coming in; whereas at Bonneville that is one which 
we have had for quite a while. There was not a need for one at 
Bonneville, nor do I see the need for one in California. 

Mr. Smiruey. Do you see any need for one in the Southwest? 

Mr. Tupor. The Southwest is one we have under consideration in 
accordance with congressional directive in the last session. We 
haven’t resolved that. 

Mr. Smirney. You mentioned the Bonneville project. Do you 
have any of the contracts that have been issued in the Bonneville 
project that might form a concrete example of the type of contract 
that will be utilized in the Missouri Valley Basin, or will they be com- 
parable in any degree? 

Mr. Tupor. I would like to answer this way: I don’t think they 
necessarily form a pattern for the Missouri Basin, but I would like 
to have you direct that question more specifically to Asistant Secre- 
tary Aandahl, who has been in on the detailed negotiations. I 
reviewed them, but I was not in on the details. 

Mr. Smiruey. Mr. Aandahl? 

Mr, AanpAuL. The 20-year contracts in the Bonneville Power 
Administration area deal with problems that are quite different from 
what we have in the Missouri Basin, and I do not think that they 
would cast any very specific indication as to what could be expected 
in the Missouri Basin other than that we have as a general objective 
20-year contracts. 

Mr. SmirHey. With whom were these contracts in the Bonneville 
area negotiated, sir? 

Mr. Aanpanu. They were negotiated with the private utilities 
that are operating in the area. 
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Mr. Smiruey. Prior to the time that these contracts were entered 
into were the co-ops and public bodies given an opportunity to bid 
for the same power? 

Mr. Aanpaut. In the Bonneville area, we have an entirely differ- 
ent circumstance, and the new 26-year contracts with the private 
utilities in the Bonneville area replace 5-year contracts which were 
formerly held by the private utilities. In each imstance they deal 
only with the residue of power that is available after the requirements 
of the preference customers have been met. In the Bonneville area 
the preference customers have what we call requirements contracts, 
aod under those requirements contracts they can use the entire 
output of the Federal facilities in the area before any powel goes to 
the vonpreference customers under the 20-year contracts and the 
previous 5-year contracts that we had in the area. 

The only exception to that is the case of the industrial contracts 
that we have in the Bonneville area, where there are firm, long-term 
contracts, and those contracts were let prior to the present adminis- 
tration and they were let with the understanding that the needs of 
the preference customers under the requirements contracts would not 
require any of the power that was given to the industries there under 
the long-term contracts. These firm industrial contracts will expire 
before the needs of the preference customers build up to the point 
where they might need that power. 

In the Bonneville area the preference customers are fully protected 
under both the 5-year contract with the utilities and under the new 
20-vear contracts that we have now completed. 

Mr. Smiraey. Was there a withdrawal option contained in the con- 
tracts negotiated in the Bonneville area? 

Mr. AanpauL. No, there are no withdrawal clauses in those con- 
tracts. Those contracts provide for the residue of power after the 
requirement of the preference customers have been met. 

Mr. Smirney. That is the presently existing 

Mr. AanpauL. No. Any requirements that the preference cus- 
tomers may need in the future. The preference customer has a first 
claim continuously, and that was established under the Bonneville 
Act which, however, applies only to the Bonneville power itself and not 
to power that comes from other projects, such as Grand Coulee and 
Hungry Horse and those other projects. That is the basis on which 
the contracts have been negotiated in the Bonneville area. 

Mr. Smiruey. If we can turn now for a moment, Mr. Chairman, to 
the matter of the amortization period of the capital investment in 
these dams 

The Cuarrman. I do not quite understand Mr. Aandahl’s answer 
about the residue. Suppose there is no residue. What happens then? 

Mr. Aanpau.. If there is no residue, the private utilities get no 
power. Their contract is only for whatever power is left after the full 
requirements of the preference customers have been met. That is an 
answer to the question with respect to the 20-year contracts in the 
Bonneville area. 

Mr. Smrruey. Mr. McPhail, under the present law, rate schedules 
are based on the cost of producing and transmitting electric energy, 
including the amortization of capital investment allocated to power 
over a reasonable period of years; isn’t that true? 

Mr. McPuaiu. That is true. 
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Mr. Smiraey. Under the previous policy, what was considered a 
reasonable period of years? 

Mr. McPuai. Fifty years for the repayment of any given unit 
after the time that it comes into operation has generally been con- 
sidered reasonable for a long period of time. 

Mr. Smrruey. That was the previous policy? 

Mr. McPuaiu. Yes, sir. 

Mr. Smiruey. U nder the new policy, what is considered a reason- 
able period of years? 

Mr. McPuaiu. There has been no change in that policy, to my 
knowledge. 

Mr. Smiruey. Reverting, Mr. Aandahl, for just a moment to the 
Bonneville project, can you tell me why the Bonneville : approac th has 
not been applied in the Missouri Valley Basin particularly? 

Mr. AanpAnL. An answer to that question would involve a com- 
plete analysis of the marketing criteria for the Missouri Basin, and I 
presume that when you come to question me more specifically you 
will get into that, and my answer will come as a result of the develop- 
ment that we have in the development of the criteria for the Missouri 
Basin. I think it would be better to leave the answer until that time, 
when we get into it more thoroughly. 

Mr. Smiruey. If you prefer, sir. 

I have skirted all the way around this, I think, Mr. McPhail, and 
I am going to ask you specifically now: What do you contemplate the 
effect to be of the elimination of the withdrawal ‘clause from the con- 
tracts of the private utilities so far as the rural co-ops are concerned? 

Mr. McPuatt. I think it will have little, if any, effect. I do not 
believe that in connection with future contracts there will be any 
effect, because I think the preference customers will probably apply 
for all that is available. There is a small amount of power sold to 
nonpreference customers now that they have been enjoying for a good 
many years. That would be the only thing that could affect it. 

Mr. Smiruey. Do you think there is any likelihood that it will 
prevent the expansion of the rural electric co-ops? 

Mr. McPuatt. I don’t see, myself, why it should. 

Mr. Smiruey. You don’t anticipate that. Do you think the 
elimination of the withdrawal clause will prevent the formation of new 
cooperatives in areas within the basin not already served? 

Mr. McPuati. I don’t see why it should. 

Mr. SmirHey. What areas within the basin aren’t already served, 
do you know, sir? 

Mr. McPuai. No. I think they are relatively few and minor that 
you could say are not being served at all. There are some areas in 
the basin that we anticipate rapid and extensive growth in. They 
are all getting service of some kind now where any service is rendered 
at all. 

Mr. Smiruny. Mr. Chairman, I would like to get back a little 
bit—— 

Senator Kingorr. Could I ask a question at this point? 

The CuHatrRMAN. Yes, indeed, Senator Kilgore. 

Senator Kitegorr. Do cooperatives in the basin get their power 
from public power or private power? 

Mr. McPuatn. Both, Senator. 

Senator KiLGore. About what percentage of each? 
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Mr. McPuatn. I could not tell you that percentage. 

Senator Kincore. Will you get that answer and put it in the record, 
as an estimate, percentagewise? 

Mr. McPuatn. | assume that that can be gotten from the records 
of the Rural Electrification Administration. 

Senator Kitcore. I think maybe I will ask them, then. 

Do you know whether or not the power charge to cooperatives is 
the same from public as from private power? 

Mr. McPuat.. It varies considerably. In the Montana Power Co. 
area, for example, the rates at which the power is sold to the REA’s 
is identical on the part of the Federal Government and the Montana 
Power Co. In other areas there is a very wide discrepancy where the 
rates may run as high as three times, I believe, the rate for Federal 
power. 

Senator Kiicore. In that area, what percentage of private power is 
steam-generated and what percentage is hydro? Do you know that? 

Mr. McPuam. Again, that is a little difficult to answer-—— 

Senator Kincore. | realize that your steady power has to be 
firmed up with steam all the time, anyway, and the hydro is used as 
much as possible for peak. I would like to know how much steam 
power they produce out there and how much hydro power. 

Mr. McPuatm. I can answer in this way: We are dealing with a 
very large area. The Missouri Basin is about one-sixth the area of 
the United States. In the western part, Montana particularly, it is 
nearly all hydro. 

Senator Kincore. In other words, Montana power is largely hydro? 

Mr. McPuatm. Yes. In Wyoming it is largely hydro. In Colo- 
rado it is more evenly divided. When you get into Nebraska and the 
Dakotas, Minnesota, and Iowa, it is nearly all steam. 

Senator Kingore. I see. Thank you very much. 

Go ahead. Iam sorry I interrupted, but I wanted to get that. 

The Cuarrman. Interrupt any time, Senator Kilgore. 

Mr. SmirHey. Mr. Chairman, if you agree, I would like to ask a 
few questions with respect to the power policy that border on the 
legal; and, Mr. McPhail, I will ask them of you. If you think they 
are legal, you can pass them on to Mr. Davis and let him answer 
them. 

The new power policy and marketing criteria represents, does it 
not, a method of disposing of Government property? That is fairly 
elemental, isn’t it? 

Mr. McPuatt. I will pass that on to the lawyers. 

Mr. Davis. I think it is disposal of the property; yes. 

Mr. Smiruey. The power to dispose of Government property under 
the Constitution lies with the Congress, does it not? 

Mr. Davis. I think so. I think that is right. 

Mr. Smirney. And the Supreme Court, in the Ashwander decision, 
stated that the method of disposition ‘‘must be one adopted in the 
public interest as distinguished from private or personal ends,”’ is that 
not true? Do you recollect that decision, sir? 

Mr. Davis. They said about 50 pages in the Ashwander case. [ 
suspect that is part of it; yes. 

Mr. Smirney. The question I want to direct to you is this: Is the 
new power policy and marketing criteria a method of disposition of 
Federal property which is in the public interest as distinguished from 
& private or personal end? 
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Mr. Davis. The answer is “‘Yes’”’ to that. Of course, what you are 
overlooking is the fact that in all of these acts, beginning in 1906 and 
coming on down to date, the fundamental requirement of the Secre- 
tary of the Interior is to liquidate these debts, and he has certain other 
obligations aside from the preference clause, not to minimize the pref- 
erence clause, but he does have other obligations, one of which is, of 
course, to liquidate these debts. 

I don’t want to dictate a brief here or go that far with it, but you 
will find that through the years, particularly back in the period from 
1912 up to about 1920, when the Federal Power Act was revised, 
several opinions from the Attorney General telling the Secretary in 
so many words that his business was to be a businessman and to 
adopt reasonable methods to market the power to help liquidate the 
debt. That is only one of the criteria, too, but I just bring out the 
fact that it is one of the things, among half a dozen others enumerated 
in the act, that must be given at least some little consideration. 

So if you have Government property for disposition, rather than 
let it go to waste, for instance, I would assume the obligation of the 
Secretary was to market it and get some money for it if he could. 

Mr. SmirHey. At the same time, if the Supreme Court statement is 
to be believed, at all times in the disposition of public property, that 
is, of Federal property, that must be one adopted in the public interest 
and not for a private or personal end, is that not true? 

Mr. Davis. I think that is always true. You can’t give public 
property away to benefit private individuals. We try to dispose of 
it at a reasonable price. We do that all the time. 

Mr. SmirHey. Does the Bureau of Reclamation or the Department, 
of the Interior have authority to alter the preference accorded munici- 
palities and cooperatives in securing electric power from the Federal 
Government? 

Mr. Davis. They obviously don’t have authority to alter the 
statute. 

Mr. SmitrHey. Does the new power policy or marketing criteria for 
the Missouri Valley Basin in fact alter that preference? 

Mr. Davis. I don’t think so. 

Mr. Smiruey. If not, does it alter a policy of your predecessors in 
the Bureau which was for 9 years acquiesced in by the Congress of the 
United States? 

Mr. Davis. You have an assumption and a question all tied up in 
one package. 

Mr. Smiruey. All right. Tear into the assumption if you want to. 

Mr. Davis. You realize that in the Bonneville Act itself, so far as 
I recall at the moment—I didn’t come up here expecting to go through 
this law, so I have none of the acts here, but as I recall, the Bonneville 
Act itself has a specific requirement that all those contracts executed 
for Bonneville power shall contain the provision that it be withdrawn 
for the benefit of preference customers. As I recall, that is the only 
one of the Federal power acts that actually by statute requires that 
withdrawal clause in the contract. 

Following that statutory thing at Bonneville, it has been said here, 
although I haven’t examined the contracts of the previous Adminis- 
tration, I am not too familiar with them, it has been said that some of 
those contracts also contained a withdrawal clause. If they did, it 
was a matter of policy, of course. If they are left out, it is now a 
matter of policy. 
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As we would see it, there is no statutory mandate of the Congress 
with reference to the matter of the withdrawal clause. 

Mr. Smirney. Do you believe that the present Bureau of Reclama- 
tion and the Department of the Interior have the authority to alter 
the previous policy without congressional action? 

Mr. Davis. I would think that they not only have the authority but 
I can state you situations where, by the very nature of things, they 
have obligations to sell power to get the money back. 

Mr. Smitney. Can you tell me where the Department or the 
Bureau derives such authority? 

Mr. Davis. I think it derives it administratively. Its obligation 
is to follow the statute, which it is doing. 

Mr. Smirney. Those who constituted the previous Bureau and the 
previous Department felt they were following the statute also did 
they not? 

Mr. Davis. I assume they did. 

Mr. SmirHey. That policy or their policy was not changed by the 
Congress during that term, was it? 

Mr. Davis. I don’t know that it was. 

Mr. Smirney. Now the Bureau is assuming to change it without 
any congressional expression concerning it, is that true? 

Mr. Davis. I suppose that is true. 

Senator Kitcorer. A question at that point. In the disposal of 
surplus war plants and various other surplus property, Congress saw 
fit, and wisely, I think, to put in a clause that if such sales tended to 
create a monopoly, they should not be made. It is within the 
province of the Department of Justice to determine that before the 
sale. 

Would you interpret that just the sale of power from a plant 
would come under the ruling of property, or would it have to entail 
the sale of actual plant? 

Mr. Davis. Anybody’s guess is a good guess on that, Mr. Senator. 

Senator Kitcorer. I just wanted to get your opinion and your 
interpretation of that. 

Mr. Davis. We are talking here, of course, purely in the realm of 
theory because, as Mr. McPhail has said, in this basin the amount 
of energy that is available to any private persons or private cor- 
porations, if there is any at all, is such a relatively small amount 
that I have had no occasion to think about that aspect of the problem 
at all. 

The CHarrMan. Go ahead. 

Mr. Smiragey. Mr. Chairman, I would like to reserve any further 
questions of the witness until a later time after we have had a chance 
to hear from the members from the cooperatives, if that is agreeable 
with the Chair. 

The CuarrMan. Do you have any questions at this time? 

Mr. Day. Not of these gentlemen. 

The CuarrMan. Do you want to ask any questions, Mr. Wise? 

Mr. Wisr. Yes, if I may. 

I am William C. Wise, W-i-s-e, counsel for the Missouri Basin 
Electric Consumers Association, 615 Perpetual Building, Washington, 
D.C. 

It is our position that the change in policy in the issuance of the 
criteria by the Department of the Interior will result in very grievous 
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and. irreparable harm to the cooperatives; that it is a flagrant and 
very obvious violation of both the Flood Control Act of 1944 and the 
Reclamation Act of 1939; that it will result in some of the cooperatives 
being put out of business if it is carried out to its entirety; and that, 
even short of that, it will result in an increase in the monopolistic price 
which is charged for electric energy in the basin. 

For that reason we feel there is a little additional information which 
we might get from Mr. McPhail which would be helpful to the record. 

The CHarrMAN. You may ask your questions. Go ahead. 

Mr. Wise. Mr. McPhail, could you give the committee a complete 
picture of just what is involved here from the standpoint of power, the 
quantity of it, what has been done with it, and what will be done with 
it? Specifically, how many kilowatts are involved? 

Mr. McPuat. Mr. Wise, the kilowatts that are involved of course 
depend upon the time we are talking about. 

Mr. Wiser. As of now, sir. 

Mr. McPuat. As of now 

Mr. Wise. How much does the Bureau have to sell at the present 
time? 

Mr. McPuatt. As of now, as set out in the marketing criteria, there 
is indicated amounts which will be available for sale in 1954, insofar 
as the western division is concerned. 

Mr. Wisr. May we go back one step before that. How much are 
you selling right now? 

Mr. Chairman, if he doesn’t have those figures, if we can get them 
in the record later, I think it would be helpful. 

The CHarrMan. We would like to have the answer. We will wait 
for it. 

Mr. McPaait. I would prefer to put that answer in the record later 
so that 1 am sure I am correct. I don’t have the exact figures here 
with me. 

The CuatrMAN. You will supply the committee with that? 

Mr. McPuatn. Yes, sir; we will be glad to supply the committee 
with that. 

(The information referred to follows:) 
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Mr. Wise. Would you add to that, please, Mr. McPhail, the 
amount of power and energy which will come in in the future, and 
when it is scheduled to come in? 

Mr. McPuain. Yes. In 1954, in the Western Division we expect 
to come into operation approximately 115,000 kilowatts. In the 
Eastern Division, the marketing criteria have set up the amounts of 
power which are expected to come in in each of 3 years, 1954, 1955, 
and 1956. 

Mr. Wise. Will you give us those figures? 

Mr. McPuaiu. The total involved through 1956 is approximately 
210,000 kilowatts, with a proposed 55,000 kilowatts coming in in 1954, 
85,000 additional in 1955, and 70,000 in 1956. 

Mr. Wiser. Is that all that is scheduled to come in at the present 
time? 

Mr. McPuatt. No, sir. That is only what is scheduled to come 
in by 1956. 

Additional amounts are expected to come in, to pick 1960 as a 
typical year, of about another 320,000 kilowatts. 

Mr. Wise. Is that for the eastern area only? 

Mr. McPuar. That is for the total Missouri Basin. We have 
had appropriations made for construction, so they are definitely in 
the program. 

Mr. Wisp. Of the amount of power which you now are producing, 
how much is used by the Federal Government itself? 

Mr. McPuatm. That is a figure which I would have to supply for 
the record. 

Mr. Wise. Will you please do that. 

How much is used by rural electric cooperatives? 

Mr. McPuai. I would be glad to supply that for the record, also. 

(The information appears in the chart submitted earlier.) 

Mr. Wise. Do you know offhand the approximate percentage of 
the total amount which is used by cooperatives? 

Mr. McPuar. I am sorry, I couldn’t say that. 

Mr. Wise. Would you give us a breakdown as between the Federal 
Government, cooperatives, other preference customers, privately 
owned public utilities, and industrial customers? 

Mr. McPuatt. I will be glad to do that. 

Mr. Wise. Of the power that is sold to the privately owned com- 
panies, how much is firm power? 

Mr. McPuaru. In the Western Division, at the present time we 
have about 35,000 kilowatts of firm contracts with nonpreference 
customers. In the Eastern Division, about 26,000 kilowatts with 
nonpreference customers. 

I might say, to complete that picture, that in the Western Division 
our present contracts with preference customers are about 102,000 
kilowatts; for preference customers in the Eastern Division, about 
174,000 kilowatts. 

Mr. Wise. How much secondary power do you sell to utilities 
customers? 

Mr. McPuat. At the present time there is not much secondary, 
as such, being sold to anyone. We have a contract that was made 
during the war with the Montana Power Co. concerning surplus gen- 
eration from the Fort Peck project. The greatest amount of power 
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of a secondary nature is coming from that source and is presently 
going to Montana Power Co. 

Mr. Wise. Will you supply that figure for the record, please? 

Mr. McPuat. I want to be sure of the figure that you want. 

Mr. Wise. The amount of secondary power that you are selling to 
private utility customers. 

Mr. McPuatiu. I assume that you would like that by kilowatt- 
hours for some given recent year, say last year. 

Mr. Wise. Last year would be fine. 

(The information referred to follows.) 


Missouri River Basin—Sales of nonfirm energy, fiscal year 1953 


Kilowatt-hours 


Customers a 


Secondary Dump 
EASTERN DIVISION 
Cooperatives: Marias River Cooperative_-_. ..-- hand taedetintinbhsbactiiiyh 4 13, 714, 267 
Total baeriid bidtiscsbeitiewe <tliiabine icin sabbbadhaahdbhe 13, 714, 267 
Privately owned utilities 
Montana-Dakota Utilities Co Ss : cusibamnmbeabaatanes 84, 866, 228 |... 
Montana Power Co ab cumanainiindcngs . Saitama chimmatnans ai alemeaaiah 203, 137, 285 


ela i ae iat 
Total Eastern Divi BPO. cactaxuteabiie tees 


2 13 137, 285 





WESTERN DIVISION | 


Cooperatives. icaceainas bene derteeieeaie acticin diane aierina- apie . ink None | None 
Privately owned utilities } 
Public Service Co. of Colorado_......-........---.----.._-_- F niccblintatenestanten 1, 411, 920 
Mountain States Powel Oe ggasi seeds scocabiciecco-snstcwe~cooe nal 4, 492, 176 Se <tigatebteesce 
Ue Pere RIOD i dct tncd cd piddbtechmcbbbtnneddiscddbLissdns 4, 492, 176 1, 411, 920 
Grand total, Missouri River Basin............--- Je pabatcdobhond 103, 072, 671 | ” 204, 549, 205 


Mr. Wiser. Will you give us the same figure for dump power, and 
also the amount of kilowatts of peaking capacity which you are selling? 

Mr. McPuai. We are selling no peaking capacity. I can answer 
that quickly. The amount of dump power is hard to separate, since 
it is mixed up pretty much with secondary power. It is of a nonfirm 
power nature. 

Mr. Wise. That figure is rather important when we get into the 
details of criteria. Would you mind, Mr. McPhail, for the benefit of 
the committee, explaining the difference between firm, dump, second- 
ary power, and what we mean by peaking capacity? 

Mr. McPuam. Yes, I would be glad to do that. 

Firm power is a guaranteed amount of power which is in confor- 
mance with the normal load characteristics of the customer using the 
power. 

Secondary energy, as we speak of it in the Bureau of Reclamation, 
is that kind of power which may be available for periods of several 
months, for instance. It is available for that period but is not there 
all the time. It is sold normally by the Bureau on the basis of with- 
drawal on notice. 

Dump power is that kind of power which is of a sporadic nature. It 
may be available only daily, in certain hours of the day; it may be 
available for weekends or for short periods in any given month. It is 
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only available when so declared, and may be immediately withdrawn 
at any time. 

Peaking capacity is capacity which can be sold to any customer 
who will take a given amount of capacity with kilowatt-hours, say, on 
his peak-load period, and then return the kilowatt-hours back to the 
Federal Government on some off-peak period. So all he is getting is 
peaking capacity without any associated energy. 

Mr. Wiss. Would you supply for the record the rates at which 
those various types of power are sold? 

Mr. McPuaiu. We will supply what we have. We have no set rate 
schedule for anything except secondary energy. Secondary energy is 
sold at the energy component of the standard rate schedule. The 
dump power we ‘sell for what we can get for it. Normally it is the 
amount that is sufficiently below the cost of incremental fuel to provide 
some incentive for the customers to take it. We have no rates or 
contracts for the sale of peaking power. 

(The information referred to follows:) 

Schedule R7—F4 
(Supersedes Schedule R7—F2) 


UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 


Region VII 


Co.orapo-Bic THompson Prosect, CoLoRADO 


Interim schedule of rates for wholesale firm power service 
Effective 
March 1, 1947. 
Available 

In the area served by the Colorado-Big Thompson project. 

Applicable - 

To wholesale power customers for general power service supplied through 1 meter 
at 1 point of delivery. Not applicable to standby or auxiliary service or to the 
sale of dump energy. 

Character and conditions of service 

Alternating current, 60 cycles, 3-phase, delivered and metered at the low-voltage 
side of substation. 
Monthly rate 

Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 4.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing de- 
mand at 4 mills per kilowatt-hour. 

Minimum bill 

$1 per month per kilowatt of the contract rate of delivery. 
Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments 


For character and conditions of service.—If delivery is made at transmission volt- 
age so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 
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For transformer losses.—If delivery is made at transmission voltage but metered 
on the low- voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 


For power factor—None. The customer will normally be required to main- 
tain a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule R7-S2 


Unrrep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
tegion VII 
Co.torapo-Bic THompson Project, CoLorapo 


INTERIM SCHEDULE OF RATES FOR WHOLESALE POWER SERVICE TO CUSTOMERS 
HAVING THEIR OWN GENERATING FACILITIES 


Effective 

November 1, 1949. 
Available 

In the area served by the Colorado-Big Thompson project. 
Applicable 


To wholesale power customers, for light and power service supplied through I 
meter at 1 point of delivery, who have and maintain generating equipment in 
operating condition capable of serving loads on not more than 24 hours’ notice 
and who, by appropriate contract, agree to such integration of their power system 
and the power system of the United States by interchange, purchase, and sale of 
capacity and energy, as will best achieve the efficient use of the production capacity 
of both parties. 


Character and conditions of servive 


Alternating current, 60 cycles, 3-phase, normally delivered and metered at the 
low-voltage side of substation. The service available hereunder will be considered 
in two categories: (1) Firm power service, and (2) withdrawable power service, 
herein termed secondary energy. The delivery and continuity of supply of sec- 
ondary energy are not assured and such service may be withdrawn in whole or in 
part at any time on not less than 24 hours’ notice. 


Monthly rate 


Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of highest 30-minute 
integrated demand measured during the month at 4.5 mills per kilowatt-hour. 
Balance of energy used at 4 mills per kilowatt-hour. 

Secondary sermce billing demand credit——For and in consideration of the cus- 
tomer’s generating capacity, if maintained in good operating condition, and 
provided the customer contracts to purchase his system energy requirements in 
lieu of operating his own fuel-burning generating equipment (except that which 
may be generated as a result of maintaining such equipment in standby condition 
and as byproduct generation from production of steam for heating or other pur- 
poses) during any billing period when secondary energy is available and as offered 
by the United States, the number of kilowatts of billing demand on which the 
demand charge will apply shall be the contractor’s system demand less the contrac- 
tor’s capacity, but not less than the contract rate of delivery for firm power as speci- 
fied in the contract: Provided, That in no event shall the number of kilowatts of bill- 
ing demand on which the demand charge will apply, exceed the contractor’s system 
demand. For use in computing demand charges, the customer shall furnish to 
the United States, not later than 5 days after the end of the month during which 
service was furnished hereunder, a statement of the contractor’s system demand. 
The contractor’s system demand is defined as the maximum 30-minute integrated 
demand in kilowatts on the contractor’s power system during the month. The 
contractor’s capacity is defined as the sustained load carrying ability of the con- 
tractor’s electric generating plant less station use, as determined by test and as 
limited by transmission and substation facilities. 
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Minimum bill 


$1 per month per kilowatt of the highest 30-minute integrated demand meas- 
ured during the month but not less than the contract rate of delivery for firm 
power as specified in the contract. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month or the contract rate of delivery for firm power as specified in 
the contract, whichever is the greater, but in no event shall the billing demand 
exceed the contractor’s system demand. 


Adjustments 

For character and conditions of service.—!‘f delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule R7—P5 
(Supersedes Schedule R7—P2) 


Unirep Srates DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VII 
Co.torapo-Bia THompson Prosect, CoLorapo 


INTERIM SCHEDULE OF RATES FOR COMMERCIAL IRRIGATION AND/OR DRAINAGE 
PUMPING SERVICE AND FOR WHOLESALE FIRM POWER SERVICE WHEN SUPPLIED 
IN CONJUNCTION THEREWITH 


Effective 
August 1, 1950. 
Available 
In the area served by the Colorado-Big Thompson project. 


Applicable 


To commercial customers for their own use for, or for resale for, irrigation and/or 
drainage pumping and purposes incidental thereto supplied through 1 meter 
at 1 point of delivery. Wholesale firm power service for purposes other than 
irrigation and/or drainage pumping service when supplied in conjunction with 
pumping service through the same meter at the same point of delivery shall be 
supplied hereunder. Not applicable to standby or auxiliary service or to the sale 
of dump energy. 


Character and conditions of service 

Alternating current, 60 cycles, 3 phase, delivered and metered at the low- 
voltage side of substation. Rates of delivery for pumping service and for whole- 
sale firm power service shall be separately stated in the contract. A seasonal 
period of delivery for pumping service is permitted hereunder provided the 
seasonal service months are stated by contract. 
Monthly rate 

Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 


4.5 mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 
demand at 4.0 mills per kilowatt-hour. 





Minimum bill 


The monthly minimum charge shall be $1 per kilowatt of the contract rate 
or rates of delivery in effect during such month, except that during the period 
specified as seasonal service months, there will be no monthly minimum charge 
but in lieu thereof a seasonal minimum charge shall apply which shall be equal 
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to the product of $1 times the number of seasonal service months times the sum 
of the kilowatts of contract rates of delivery for seasonal pumping service and 
firm power service, if any. 

Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments 

For character and conditions of service——If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 

Schedule R7—-F8 


(Supersedes Schedule R7—F5) 
Unirep States DEPARTMENT OF THE INTERIOR 


BUREAU OF RECLAMATION 
Region VII 


KENDRICK PROJECT, WYOMING 


INTERIM SCHEDULE OF RATES FOR WHOLESALE FIRM POWER SERVICE 


Effective 

May 1, 1949. 

Available 

In the area served by the Kendrick project. 
Applicable 

To wholesale power customers for general power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service or 
to the sale of dump energy. 

Character and conditions of service 

Alternating current, 60 cycles, 3-phase, delivered and metered at the low-voltage 
side of substation. 
Monthly rate 

Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 4.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 
demand at 4 mills per kilowatt-hour. 

Minimum bill 
$1 per month per kilowatt of the contract rate of delivery. 


Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments 


For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 


For transformer losses.—If delivery is made at transmission voltage but metered’ 


on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. ‘The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 
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Schedule R7-S1 
Unitep Sratres DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VII 
KENDRICK PROJECT, WYOMING 


INTERIM SCHEDULE OF RATES FOR WHOESALE POWER SERVICE TO CUSTOMERS 
HAVING THEIR OWN GENERATING FACILITIES 


Effective 
October 1, 1949. 


Available 

In the area served by the Kendrick project. 
Applicable 

To wholesale power customers, for light and power service supplied through 1 
meter at 1 point of delivery, who have and maintain generating equipme nt in 
operating condition capable of se rving loads on not more than 24 hours’ notice, 
and who, by appropriate contract, agree to such integration of their power system 
and the power system of the United States by interchange, purchase, and sale of 
capacity and energy, as will best achieve the efficient use of the production ca- 
pacity of both parties. 
Character and conditions of service 

Alternating current, 60 cycles, 3-phase, normally delivered and metered at the 
low-voltage side of substation. The service available hereunder will be considered 
in two categories: (1) Firm pwoer se srvice, and (2) withdrawable power service, 
herein termed ‘“‘secondary energy.” The delivery and continuity of supply of 


secondary energy are not assure rd and such service may be withdrawn in whole or 
in part at any time on not less than 24 hours’ notice. 


Monthly rate 


Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of highest 30-minute inte- 
grated demand measured during the month at 4.5 mills per kilowatt-hour. Bal- 
ance of energy used at 4 mills per kilowatt-hour. 

Secondary service billing demand credit.—For and in consideration of the cus- 
tomer’s generating capacity, if maintained in good operating condition, and pro- 
vided the customer contracts to purchase his system energy requirements in lieu 
of operating his own fuel-burning generating equipment (except that which may 
be generated as a result of maintaining such equipment in standby condition and 
as byproduct generation from production of steam for heating or other purposes) 
during any billing period when secondary energy is available and as offered by 
the United States, the number of kilowatts of billing demand on which the de- 
mand charge will apply shall be the contractor’s system demand less the con- 
tractor’s capacity, but not less than the contract rate of delivery for firm power 
as specified in the contract: Provided, That in no event shall the number of kilo- 
watts of billing demand on which the demand charge will apply, exceed the con- 
tractor’s system demand. For use in computing demand charges, the customer 
shall furnish to the United States, not later than 5 days after the end of the month 
during which service was furnished hereunder, a statement of the contractor’s 
system demand. The contractor’s system demand is defined as the maximum 30- 
minute integrated demand in kilowatts on the contractor’s power system during 
the month. The contractor’s capacity is defined as the sustained load-carrying 
ability of the contractor’s electric generating plant less station use, as determined 
by test and as limited by transmission and substation facilities. 


Minimum bill 


$1 per month per kilowatt of the highest 30-minute integrated demand measured 
during the month but not less than the contract rate of delivery for firm power as 
specified in the contract. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month or the contract rate of delivery for firm power as specified in 
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the contract, whichever is the greater, but in no event shall the billing demand 
exceed the contractor’s system demand. 


Adjustments 

For character and conditions of service.-—If delivery is made at transmission volt- 
age so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer lcsses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor —None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule R7—P4 
(Supersedes Schedule R7—P3) 


UnriTeD STaTeES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
tegion VII 
KENDRICK PROJECT, WYOMING 


INTERIM SCHEDULE OF RATES FOR COMMERCIAL IRRIGATION AND/OR DRAINAGE 
PUMPING SERVICE AND FOR WHOLESALE FIRM POWER SERVICE WHEN SUPPLIED 
IN CONJUNCTION THEREWITH 


Effective 
August 1, 1950. 


Available 
In the area served by the Kendrick project. 


d { pplicable 

To commercial customers for their own use for, or for resale for, irrigation 
and/or drainage pumping and purposes incidental thereto supplied through one 
meter at one point of delivery. Wholesale firm power service for purposes other 
than irrigation and/or drainage pumping service when supplied in conjunction 
with pumping service through the same meter at the same point of delivery shall 
be supplied hereunder. Not applicable to standby or auxiliary service or to the 
sale of dump energy. 


Character and conditions of service 

Alternating current, 60 cycles, 3 phase, delivered and metered at the low- 
voltage side of substation. Rates of delivery for pumping service and for whole- 
sale firm power service shall be separately stated in the contract. A seasonal 
period of delivery for pumping service is permitted hereunder provided the 
seasonal service months are stated by contract. 


Monthly rate 

Demand charge $1 per kilowatt of billing demand, 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 4.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing de- 
mand at 4 mills per kilowatt-hour. 


Minimum bill 

The monthly minimum charge shall be $1 per kilowatt of the contract rate or 
rates of delivery in effect during such month, except that during the period 
specified as seasonal service months, there will be no monthly minimum charge 
but in lieu thereof a seasonal minimum charge shall apply which shall be equal to 
the product of $1 times the number of seasonal service months times the sum of 
the kilowatts of contract rates of delivery for seasonal pumping service and firm 
power service, if any. 


Billing demand 
The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
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idjustments 


For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses. If delivery is made at transmission voltage but metered 
yn the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule R7—L2 
(Supersedes Schedule R7—L1) 


UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VII 
CoLorapo-Big THompson PrRosectT, COLORADO 
KENDRICK PROJECT, WYOMING 
NortH PuaTTeE PRoJEcT, NEBRASKA-WYOMING 
SCHEDULE OF RATES FOR DOMESTIC RETAIL SERVICE 
Effective 
January 1, 1953. 


ivailable 


At towns, camps, and installations operated in connection with construction Or 
operation and maintenance of Federal projects for service supplied over low- 
voltage distribution systems owned by the Government. 


i pplicable 
To domestic or residential customers for light, heat, and power service. 
Character and conditions of service 


Alternating current, 60 cycles, single phase, delivered and metered at a nominal 
voltage of 115 or 230 volts. 


Monthly rate 


Demand charge.—None. 
Energy charge.—First 100 kilowatt-hours at 2 cents per kilowatt-hour, Balance 
of energy used at 5 mills per kilowatt-hour. 


Minimum bill 
One dollar per month. 


Schedule R7—F9 
(Supersedes Schedule R7-F1) 
UniTED StaTES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMAT:ON 
Region VII 
Nortu Puatre Project 
INTERIM SCHEDULE OF RATES FOR WHOLESALE FIRM POWER SERVICE 


Effective 
January 1, 1953. 
\valiable 


In the area served by the North Platte project in eastern Wyoming and western 
Nebraska. 
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Applicable 

To wholesale power customers for general power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service or 
to the sale of dump energy. 
Character and conditions of service 


Alternating current, 60 cycles, 3 phase, delivered and metered at the low-voltage 
side of substation. 


Monthly rate 

Demand charge.—S1 per kilowatt of billing demand. 

Enerqy charge First 250 kilowatt-hours per kilowatt of billing demand at 4.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing de- 
mand at 4 mills per kilowatt-hour. 

Mini mim hi l 
One dollar per month per kilowatt ot the contract rate of delivery. 


Ri rna de man 1 
The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 

For character and conditions of service If deliverv is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charge: 

For transformer losses If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power facto None. The customer will normally be requirea to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule R7-S3 
Unitep StTa1ES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region 2 
NortH PLATTE PROJEC1 


INTERIM SCHEDULE OF RATES FOR WHOLESALE POWER SERVICE TO CUSTOMERS 
HAVING THEIR OWN GENERATING FACILITIES 
Effective 
January 1, 1953. 
Available 


In the area served by the North Platte project in eastern Wyoming and western 
Nebraska. 
Applicable 

To wholesale power customers, for light and power service supplied through 
1 meter at 1 point of delivery, who have and maintain generating equipment in 
operating condition capable of serving loads on not more than 24 hours’ notice, 
and who, by appropriate contract, agree to such integration of their power system 
and the power system of the United States by interchange, purchase, and sale of 
capacity and energy, as will best achieve the efficient use of the production capac- 
ity of both parties. 


Character and conditions of service 


Alternating current, 60 cycles, 3-phase, normally delivered and metered at the 
low-voltage side of substation. The service available hereunder will be considered 
in two categories: (1) Firm power service, and (2) withdrawable power service, 
herein termed secondary energy. The delivery and continuity of supply of sec- 
ondary energy are not assured and such service may be withdrawn in whole or 
in part at any time on not less than 24 hours’ notice. 
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POWER POLICY 29 


Monthly rate 


Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of highest 30-minute inte- 
grated demand measured during the month at 4.5 mills per kilowatt-hour. Bal- 
ance of energy used at 4 mills per kilowatt-hour. 

Secondary service billing onsideration of the custom- 
er’s generating capacity, if maintained in good operating condition, and provided 
the customer contracts to purchase his system energy requirements in lieu of 
operating his own fuel-burning generating equipment (except that which may be 
generated as a result of maintaining such equipment in standby condition and as 
byproduct generation from production of steam for heating or other purposes) 
during any billing period when secondary energy is available and as offered by the 
United States, the number of kilowatts of billing demand on which the de mand 

charge will apply shall be the contractor’s system demand less the contractor’s 
capacity, but not less than the contract rate of delivery for firm power as specified 
in the contract: Provided, That in no event shall the number of kilowatts of billing 
demand on which the demand charge will apply, exceed the contractor’s system 
demand. For use in computing demand charges, the customer shall furnish to the 
United States, not later than 5 days after the end of the month during which serv- 
ice was furnished hereunder a statement of the contractor’s system demand. The 
contractor’s system demand is defined as the maximum 30-minute integrated 
demand in kilowatts on the contractor’s power system during the month. The 
contractor’s capacity is defined as the sustained load-carrying ability of the con- 
tractor’s electric generating plant less station use, as determined by test and as 
limited by transmission and substation facilities. If the contractor purchases 
power under a bona fide power contract from a supplier other than the United 
States, appropriate deduction shall be made from the contractor’s system demand 
for power actually taken under such contract before applying this rate schedule. 





Minimum bill 


$1 per month per kilowatt of the highest 30-minute integrated demand meas- 
ured during the month but not less than the contract rate of delivery for firm power 
as specified in the contract. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month or the contract rate of delivery for firm power as specified in 
the contract, whichever is the greater, but in no event shall the billing demand 
exceed the contractor’s system demand. 


Adjustments 


For character and conditions of service —If delivery is made at transmission volt- 
age so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 





Schedule R7—P6 
Supersedes Schedule R7—P1) 


Unirep Strarges DEPARTMENT OF 1HE INTERIOR 
BUREAU OF RECLAMATION 
Norta Puiaite Prosecr 


INTERIM SCHEDULE OF RATES FOR COMMERCIAL IRRIGATION AND/OR DRAINAGE 
PUMPING SERVICE AND FOR WHOLESALE FIRM POWER SERVICE WHEN SUPPLIED 
IN CONJUNCTION THEREWITH 

Effe clive 
January 1, 1953. 

Available 


In the area served by the North Platte project in eastern Wyoming and western 
Nebraska. 
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Applicable 


To commercial customers for their own use for, or for resale for, irrigation and/or 
drainage pumping and purposes incidental thereto supplied through 1 meter at 1 
point of delivery. Wholesale firm power service for purposes other than irrigation 
and/or drainage pumping service when supplied in conjunction with pumping 
service through the same meter at the same point of delivery shall be supplied 
hereunder. Not applicable to standby or auxiliary service or to the sale of dump 
energy 


Character and conditions of service 


Alternating current, 60 cycles, 3 phase, delivered and metered at the low-voltage 
side of substation. Rates of delivery for pumping service and for wholesale firm 
power service shall be separately stated in the contract. A seasonal period of 
delivery for pumping service is permitted hereunder provided the seasonal service 
months are stated by contract. 


Monthly rate 


Demand charge.—$1\ per kilowatt of billing demand 

Energy charge.—First. 250 kilowatt-hours per kilowatt of billing demand at 4.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing de- 
mand at 4 mills per kilowatt-hour. 
Minimum bill 


The monthly minimum charge shall be $1 per kilowatt of the contract rate or 
rates of delivery in effect during such month, except that during the period speci- 
fied as seasonal service months, there will be no monthly minimum charge but in 
lieu thereof a seasonal minimum charge shall apply which shall be equal to the 
product of $1 times the number of seasonal service months times the sum of the 
kilowatts of contract rates of delivery for seasonal pumping service and firm power 
service, if any. 

Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments 


For character and conditions of service.—If delivery is made at transmission volt- 
age so that the United States is relieved of substation costs, 5 percent discount 
will beallowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor——None. The customer will normally be required to maintain 
a power factor at the point of delivery of not Iss than 90 percent lagging. 


Schedule R6—F3 
(Supersedes schedule R6—F1) 


Unirep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 
RIVERTON PrRosgEct, WYOMING 


SHOSHONE PrRosEcT, WYOMING 


INTERIM SCHEDULE OF RATES FOR WHOLESALE FIRM POWER SERVICE 


Effective 
May 1, 1949. 
Available 
In the area served by the Riverton and Shoshone projects. 


Applicable 

To wholesale power customers for light and power service supplied through 
1 meter at 1 point of delivery. Not applicable to standby or auxiliary service 
or to the sale of dump energy. 


. 
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Character and conditions of service 


Alternating current, 60-cycles, 3-phase, delivered and metered at the low- 
voltage side of substation. 


Monthly rate 


Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 4.5 
mills per kilowatt-hour. 

Balance of energy used at 4 mills per kilowatt-hour. 


Minimum bill 
One dollar per month per kilowatt of contract rate of delivery. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 


For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5-percent dis- 
count will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule R6-S3 


UNI1ED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 


RIVERTON PRoJEcT, WYOMING 
SHOSHONE Project, WYOMING 


INTERIM SCHEDULE OF RATES FOR WHOLESALE POWER SERVICE TO CUSTOMERS 
HAVING THEIR OWN GENERATING FACILITIES 
Effe clive 
January 1, 1950. 


Available 

In the area served by the Riverton and Shoshone projects. 
Applicable 

To wholesale power customers, for light and power service supplied through 
1 meter at 1 point of delivery, who have and maintain generating equipment in 
operating condition capable of serving loads on not more than 24 hours’ notice 
and who, by appropriate contract, agree to such integration of their power system 
and the power system of the United States by interchange, purchase, and sale 
of capacity and energy, as will best achieve the efficient use of the production 
capacity of both parties 
Character and conditions of service 

Alternating current, 60-cycle, 3-phase, normally delivered and metered at the 
low-voltage side of substation. The service available hereunder will be considered 
in two categories: (1) Firm power service; and (2) withdrawable power service 
herein termed secondary energy. The delivery and continuity of supply of 
secondary energy are not assured and such service may be withdrawn in whole or 
in part at any time on not less than 24 hours’ notice. 


Month ly rate: 


Demand charge.—One dollar per kilowatt of billing demand. 

Energy charge First 250 kilowatt-hours per kilowatt of highest 30-minute 
integrated demand measured during the month at 4.5 mills per kilowatt-hour. 
Balance of energy used at 4.0 mills per killowatt-hour, 
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Secondary service billing demand credit 

For and in consideration of the customer’s generating capacity, if maintained 
in good operating condition, and provided the customer contracts to purchase 
his system energy requirements in lieu of operating his own fuel burning generating 
equipment (except that which may be generated as a result of maintaining 
such equipment in standby condition, and as byproduct generation from pro- 
duction of steam for heating or other purposes) during any billing period when 
secondary energy is available and is offered by the United States, the num- 
ber of kilowatts of billing demand on which the demand charge will apply shall 
be the contractor’s system demand less the contractor’s capacity, but not less 
than the contract rate of delivery for firm power as specified in the contract, 
Provided: That in no event shall the number of kilowatts of billing demand on 
which the demand charge will apply exceed the contractor’s system demand. 
For use in computing demand charges, the customer shall furnish to the United 
States, not later than 5 days after the end of the month during which service 
was furnished hereunder, a statement of the contractor’s system demand. The 
contractor’s system demand is defined as the maximum 30-minute integrated 
demand in kilowatts on the contractor’s power system during the month. The 
contractor’s capacity is defined as the sustained load carrying ability of the 
contractor’s electric generating plant less station use, as determined by test and 
as limited by transmission and substation facilities. If the contractor purchases 
power under a bona fide power contract from a supplier other than the United 
States, appropriate deduction shall be made from the contractor’s system demand 
for power actually taken under such contract before applying this rate schedule. 


Minimum bill 

One dollar per month per kilowatt of the highest 30-minute integrated demand 
measured during the month but not less than the contract rate of delivery for 
firm power as specified in the contract. 

Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month or the contract rate of delivery for firm power as specified in 
the contract whichever is the greater but in no event shall the billing demand 
exceed the contractor’s system demand. 

Adjustments 

For character and conditions of service-——If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5-percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

Fer power factor—-None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule R6-L3 
(Supersedes schedule R6—L1) 


Unitep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 
RIvERTON Prosect, WYOMING 


SHOSHONE PROJECT, WYOMING 


SCHEDULE OF RATES FOR DOMESTIC RETAIL SERVICE 
Effective 
January 1, 1953. 


Available 
At towns, camps, and installations operated in connection with construction or 


operation and maintenance of Federal projects for service supplied over low-voltage 
distribution systems owned by the Government. 


Applicable 
To domestic or residential customers for light, heat, and power service. 
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POWER POLICY 33 


Character and conditions of service 

Alternating current, 60-cycles, single phase, delivered and metered at a nominal 
voltage of 115 or 230 volts. 
Monthly rate 

Demand charge.—None. 

Energy charge.—First 100 kilowatt-hours at 2 cents per kilowatt-hour. Balance 
of energy used at 5 mills per kilowatt-hour. 
Minimum bill 

One dollar per month. 


Schedule R6—-F2 
UNITED StTaTES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 
Fort Peck Projgect, MonTANA 
SCHEDULE OF RATES FOR WHOLESALE FIRM POWER SERVICE 

Effective 

March 1, 1945. 
Available 

In the area served by the Fort Peck project. 
Applicable 

To wholesale power customers for light and power service supplied through 
1 meter at 1 point of delivery. Not applicable to standby or auxiliary service 
or to the sale of dump energy. 

Character and conditions of service 

Alternating current, 60-cycles, single or 3-phase, normally delivered and 
metered at the low-voltage side of substation 
Monthly rate 

Demand charge.—Seventy-five cents per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. Balance of energy used at 3 mills per kilowatt-hour. 
Minimum bill 

One dollar per month per kilowatt of contract demand. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 

For character and conditions of service If delivery is made at transmission 
voltage of 33,000 volts or higher so that the United States is relieved of sub- 
station costs, 5-percent discount will be allowed on the demand and energy 
charges. 

For transformer losses.—If delivery is made at transmission voltage of 33,000 
volts or higher but metered at the low-voltage side of the customer’s substation, 
the meter readings will be increased 2 percent to compensate for transformer 
losses. 

For power factor — None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 
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Schedule R6-S2 
Unrrep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 
Fort Peck Prosect, MonTANA 


SCHEDULE OF RATES FOR WHOLESALE FIRM POWER SERVICE FOR LIMITED PERIOD 
Effective 

July 1, 1949. 
Available 


In the Dakota system area of the Montana-Dakota Utilities Co. served by the 
Fort Peck project. 


4 ipplicable 


To wholesale power customers for light and power services supplied through 
1 meter at 1 point of delivery. Not applicable to standby or auxiliary service 
or to the sale of dump energy. 


Character and conditions of service 


Alternating current, 60-cycles, single or 3-phase, normally delivered and metered 
at the low-voltage side of Government-owned substation. 


Monthly rate: 


Demand charge.—Seventy-five cents per kilowatt of billing demand. 

Basic energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 
3.5 mills per kilowatt-hour. Balance of energy used at 3 mills per kilowatt-hour. 

Additive energy charge-—When a portion of the demand and energy require- 
ments of the customers served under this rate schedule must be supplied to the 
United States by the Montana-Dakota Utilities Co. on an exchange basis, the 
additive charge will apply to all such customers as determined by the following 
formula: 

A=$0.00095 x 8 x (D — 4B) 
G 
where 

A=The additive charge, applicable only when D is greater than one-half of FE. 

B=Total number of kilowatt-hours supplied during the billing period to the 
customer under this rate schedule. 

C=Total number of kilowatt-hours supplied during the billing period for 
service to all customers served under this rate schedule. 

D= Total number of kilowatt-hours supplied to the United States by Montana- 
Dakota Utilities Co. on an exchange basis for service to customers served under 
this rate schedule. 

E=Total number of kilowatt-hours supplied by the United States to the 
Montana-Dakota Utilities Co. for its own use which, if no deductions were made 
for the kilowatt-hours supplied to the company on an exchange basis, would 
have been billed to the company in the last block of the rate under which the 
company received service. 

Minimum bill 

One dollar per month per kilowatt of the contract rate of delivery. 
Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments 

For character and conditions of service—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5-percent discount 
will be allowed on the demand charge and the basic energy charges. This dis- 
count will not apply to the additive energy charge. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation. the meter readings will be 
increased 2 percent to compensate for transformer losses. 
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For power factor. None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Term of rate schedule 

The applicability of this rate schedule shall terminate at the date when electric 
power is available for commercial sale from the Garrison Dam powerplant, now 
inder construction, which date is estimated to be December 31, 1954. 


Schedule R6—-S1 
Unitep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 
Forr Peck Project, MONTANA 


SCHEDULE OF RATES FOR WHOLESALE POWER SERVICE TO CUSTOMERS HAVING 
THEIR OWN GENERATING FACILITIES 
ffective 
\pril 28, 1949. 
{vailable 
In the area served by the Fort Peck project. 
{ p plicable 


To wholesale power customers, for light and power service supplied through 
one meter at one point of delivery, who have and maintain generating equipment 
n operating condition capable of serving loads on not more than 24 hours’ notice. 


Character and conditions of service 


\lternating current, 60 cycles, 3-phase, normally delivered and metered at the 
low-voltage side of substation. The service available hereunder will be considered 
n two categories: (1) Firm power service, and (2) withdrawable power service, 
herein termed secondary energy. The delivery and continuity of supply of sec- 
ondary energy are not assured and such service may be withdrawn in whole or in 
part at any time on not less than 24 hours’ notice. 


Vonthly rate 


Demand charge.—$0.75 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of highest 30-minute 
ntegrated demand measured during the month at 3.5 mills per kilowatt-hour. 
Balance of energy used at 3.0 mills per kilowatt-hour. 

Secondary service billing demand credit.—For and in consideration of the cus- 
tomer’s generating capacity, if maintained in good operating condition, and pro- 

ided the customer contracts to purchase his system energy requirements in lieu 

' operating his own fuel burning generating equipment (except that which may 

generated as a result of maintaining such equipment in standby condition) 
during any billing period when secondary energy is available and as offered by 

1e United States, the number of kilowatts of billing demand on which the 
nand charge will apply shall be the contractor’s system demand less the con- 
ractor’s capacity, but in no event less than the contract rate of delivery for firm 
ower as specified in the contract. For use in computing demand charges, the 
customer shall furnish to the United States, not later than 5 days after the end 
of the month during which service was furnished hereunder, a statement of the 
contractor’s system demand. The contractor’s system demand is defined as the 
maximum 30-minute integrated demand in kilowatts on the contractor’s power 
system during the month. The contractor’s capacity is defined as the sustained 
load carrying ability of the contractor’s electric generating plant less station use, 
as determined by test and as limited by transmission and substation facilities. 


Minimum bill 
$1 per month per kilowatt of billing demand. 
Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month but not less than the contract rate of delivery for firm power as 
specified in the contract. 
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Adjustments 


For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 


will be allowed on the demand and energy charges. 
For transformer losses If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 


increased 2 percent to compensate for transformer losses. 
/ 


For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule R6—-N1 
[ NITED S1 ATES DEPARTMENT OF THE INTERIOR 


BUREAU OF RECLAMATION 
Region VI 
Fort Peck Prosyect, MONTANA 
SCHEDULE OF RATES FOR NONFIRM SERVICE 

Eff. clive 

March 1, 1945. 
Available 

In the area served by the Fort Peck project. 
Applicable 

To customers normally maintaining generating facilities or other sources of 
energy sufficient to supply their requirements when dump energy is not available. 
Character and conditions of service 


Alternating current, 60 cycles, 3-phase, delivered and metered at points of 
delivery and voltages to be determined by the Bureau of Reclamation. 
Monthly rate 

Demand charge None 

Energy charge 5 mills per kilowatt-hour for all energy used. 





Minimum bill 
To be determined by the Bureau of Reclamation as a contract provision. 
Schedule R6—P1 
Unirep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 
Fort Peck Prosect, MONTANA 
SCHEDULE OF RATES FOR SEASONAL IRRIGATION PUMPING SERVICE 


Effective 
March 1, 1945. 


Available 


In the area served by the Fort Peck project. 
A pplicable 


To customers for use in the operation of irrigation and drainage pumping plants 
on irrigation projects financed wholly or in part by the United States for power 
service supplied through one meter at one point of delivery at major pumping 
plants. In consideration of the low rate, service will be available only during the 
months of March to October, iaclusive. 
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Character and conditions of service 


Alternating current, 60 cycles, 3-phase, delivered and metered at the low- 
voltage side of substations. 


Monthly rate 

Demand ¢ harge. -~None. 

Energy charge.—2.5 mills per kilowatt-hour for all energy used. 
Minim “um bill 

To be determined by the Bureau of Reclamation as a contract provision. 
Ad 


Ljustments 


For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less tnan 90 percent lagging. 


Schedule R6-L2 
Unitep Srates DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 
Fort Peck Prosect, MONTANA 


SCHEDULE OF RATES FOR RETAIL SERVICE 

Effective 

March 1, 1945. 
Available 

In Fort Peck, Mont. 
Applicable 

‘lo commercial or general service. 
Character and conditions of service 


Alternating current, 60 cycles, single- or 3-phase, delivered and metered at a 
nominal voltage of 115 or 230 volts. 


Monthly rate 

De m und charge a None. 

Energy charge.—Two cents per kilowatt-hour for all energy used. 
Minimum bill 

None. 


Schedule MRB—F2 


(Supersedes Schedule R7—F7) 
UnItTEp States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VII 
Missouri River Basin PrRoJEcT 
INTERIM SCHEDULE OF RATES FOR WHOLESALE FIRM POWER SERVICE 
Effective 
July 1, 1950. 
Available 
In the area served by the Missouri River Basin project in eastern Wyoming, 
western Nebraska, and northeastern Colorado. 
Applicable 
To wholesale power customers for general power service supplied through 1 


meter at 1 point of delivery. Not applicable to standby or auxiliary service or to 
the sale of dump energy. 
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Character and conditions of service 
Alternating current, 60 cycles, 3-phase, delivered and metered at the low-voltage 


side of substation 
Monthly rate 


Demand charge.—$1 per kilowatt of billing demand, 

Energy charge First 250 kilowatt-hours per kilowatt of billing demand at 
1.5 mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 
demand at 4 mills per kilowatt-hour. 

Vinimum bill 

$1 per month per kilowatt of the contract rate of delivery. 
Billing de mand 

rhe billing demand will be the highest 30-minute integrated demand measured 
during the month 


Adjustments 


For charter and conditions of service If delivery is made at transmission voltage 
so that the United States is relieved of substation costs, 5-percent discount will be 


allowed on the demand and energy charges. 


lor transformer losses 


If delivery is made at transmission voltage but metered on the low-voltage side 
of the customer’s substation, the meter readings will be increased 2 percent to eom- 
pensate for transformer losses 


or pe eT factor 


None. The customer will normally be required to maintain a powcr factor at 
e point of delivery of not less than 90 percent lagging. 






Schedule No. MRB-S3 
(‘Supersedes schedule M RB-S2) 
IT} ST iS DEPARTMENT OF THE INTERIOR 


BUREAU OF RECLAMATION 
Region VII 
Irssourr River Basin PROJECT 


INTERIM SCHEDULE OF RATES FOR WHOLESALE POWER SERVICE TO CUSTOMERS 
N¢ THEIR OWN GENERATING FACILITIES 


Available 
In the area served by the Missouri River Basin project in eastern Wyoming, 





western Nebraska, and noitheastern Colorado 
Applicable 

l'o wholesale pow customers, for light and power service supplied through 
1 meter at 1 point of delivery, who have and maintain generating equipment 
in operating condition capable of serving loads on not more than 24 hours’ notice, 
and who, by approp! e ract, agree 1 egration of their power system 
and tne power sy of the Uni change, purchase, and sale of 
capacity and energy, as will best achieve use of the production capacity 


of both parties. 





Character and condit or of service 

Alternating current, 60 cycles, 3 phase, normally delivered and metered at the 
low-voltage side of substation. The service available hereunder will be considered 
in 2 categories: (1 virm power service, and (2) witndrawable nower service, herein 
termed secondary energ\ Tne delivery and continuity of supply of secondary 


energy are not assure d cies such service may be withdrawn in whole or in part at 
any time on not less than 24 hours’ notice. 
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Monthly rate 


Demand charge.—$1 per kilowatt of billing demand 

Energy charge.—Fiest 250 kilowatt-hours per kilowatt of highest 30-minuce 
integrated demand measured during the month at 4.5 mills per kilowatt-hour 

Balance of energy used at 4.0 mills per kilowatt-hour. 

Secondary service billing demand credit. —For in consideration of the customer's 
generating capacity, if maintained in good operating condi‘ion, and provided the 
customer contracts to purchase his system energy requirements in lieu of operating 
his own fuel burning generating equipment (except that which may be generated 
as a result of maintaining such equipment in standby condition and as or product 
generation from production of steam for heating or other purposes) during any 
billing period when secondary energy is available and as offered by the United 
States, the number of kilowatts of billing demand on which the demar id charge 
will apply shall be the contractor’s system demand less the contractor’s capacity, 
but noc less than the contract rate of delivery for firm power as specified in the 
contract: Provided, That in no event shall the number of kilowatts of billing 
demand on which the demand charge will apply, exceed the contractor’s system 
demand. For use in computing demand charges, the customer shall furnish to 
the United States, not later than 5 davs after the end of the month during which 
service was furnished hereunder a statement of the contractor’s system demand. 
The contractor’s system demand is defined as the maximum 30-minute integrated 
demand in kilowatts on the contractor’s power system during the month. The 
contractor’s capacity is dcfinea as the sustainea load carrying ability of the 
contractor's electric generacing plant less station use, as determined by test and 
as limited by transmission and substation facilicies. If the Contraccor purchases 
power under a bona fide power contract from a supplier other than the United 
States, appropriate deduction shall be made from the contractor’s system demand 
for power actually taken under such contract before applying this rate schedule. 


Minimum bill 


$1 per month per kilowatt of the nignest 30-minute integrated demana measured 
during the month but not less tnan the concract rate of delivery for firm power as 
specified in the contract. 


Billing demand 


The billing demand will be tne highest 30-minute integrated demand measured 
during the month or the contract rate of delivery for firm power as specified in 
the convract, whichever is the greater, but in no event shall the billing demand 
exceed the contractor’s system demand. 


Adjustments 


For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 pereent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at .ransmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 
a@ power! factor at the point of delivery of not less than 90 percent lagging. 
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Schedule MRB-P4 
(Supersedes schedule MRB-P2) 


UNITED STaTeESs DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missourr River Basin Prosect 
tegion VII 


INTERIM SCHEDULE OF RATES FOR COMMERCIAL IRRIGATION AND/OR DRAINAGE 
PUMPING SERVICE AND FOR WHOLESALE FIRM POWER SERVICE WHEN SUPPLIED 
IN CONJUNCTION THEREWITH 


Effe clive: 
August 1, 1950 


Available: 
In the area served by the Missouri River Basin project in eastern Wyoming, 
western Nebraska and northeastern Colorado. 


Applicable: 

To commercial customers for their own use for, or for resale for, irrigation and/or 
drainage pumping and purposes incidental thereto supplied through one meter at 
one point of delivery Wholesale firm power service for purposes other than 
irrigation and/or drainage pumping service when supplied in conjunction with 
pumping service through the same meter at the same point of delivery shall be 
supplied hereunder. Not applicable to standby or auxiliary service or to the sale 
of dump energy. 

Character and conditions of service: 

Alternating current, 60 cycles, 3 phase, delivered and metered at the low- 
voltage side of substation. Rates of delivery for pumping service and for whole- 
sale firm power service shall be separately stated in the contract. A seasonal 
period of delivery for pumping service is permitted hereunder provided the sea- 
sonal service months are stated by contract. 


Monthly rate: 

Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 4.5 
per kilowatt-hour. 

All over 250 kilowatt-hours per kilowatt of billing demand at 4.0 mills per 
kilowatt-hour. 


Minimum bill: 


The monthly minimum charge shall be $1 per kilowatt of the contract rate or 
rates of delivery in effect during such month, except that during the period speci- 
fied as seasonal service months, there will be no monthly minimum charge but in 
lieu thereof a seasonal minimum charge shall apply which shall be equal to the 
product of $1 times the number of seasonal service months times the sum of the 
kilowatts of contract rates of delivery for seasonal pumping service and firm 
power service, if any. 


Billing demand: 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments: 
For character and conditions of service-—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5-percent discount 
will be allowed on the demand and energy charges. 
For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. zt 
For power factor—None. The customer will normally be required to maintain a 
power factor at the point of delivery of not less than 90 percent lagging. 
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Schedule MRB-L4 
(Supersedes Schedule MRB-L2) 


UnitTEp States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 


Missourrt Rtver Basin PROJEcT 


INTERIM SCHEDULE OF RATES FOR DOMESTIC RETAIL SERVICE 
Effective 
January 1, 1953. 
Available 


In the area served by the Missouri River Basin project in Wyoming, western 


5) 


Nebraska, and Colorado, at towns, camps, and installations operated in connection 
with construction or operation and maintenance of Federal projects for service 
supplied over low-voltage distribution systems owned by the Government. 


Applicable 
To domestic or residential customers for light, heat, and power service. 
Character and conditions of service 


Alternating current, 60 cycles, single phase, delivered and metered at « nominal 
voltage of 115 or 230 volts. 


Monthly rate 
Demand charge.—None, 


Energy charge.—First 100 kilowatt-hours at 2 cents per kilowatt-hour. Balance 
of energy used at 5 mills per kilowatt-hour. 


Minimum bill 
$1 per month. 


Schedule MRB-FI 
UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missouri River Basin PROJECT 
INTERIM SCHEDULE CF RATES FOR WHOLESALE FIRM POWER SERVICE 

Effective 

April 1, 1950. 
Avatziable 

In the area generally described as North and South Dakota, central and eastern 
Nebraska, western lowa, and western Minnesota. 
Applicable 


To wholesale power customers for light and power service supplied through 
one meter at one point of delivery. Not applicable to standby or auxiliary 
service or to the sale of dump energy. 

Character and conditions of service 


Alternating current, 60 cycles, 3 phase, normally delivered and metered at the 
low-voltage side of substation. 


Monthly rate 


Demand charge.—$0.75 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 
3.5 mills per kilowatt-hour. 

Balance of energy used at 3.0 mills per kilowatt-hour. 


Minimum bill 
$1 per month per kilowatt of contract rate of delivery. 
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Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month 





Adjustments 

For character and conditions of service.—lf delivery is made at transmission { 
voltage so that the United States is relieved of substation costs, 5 percent discount : 
will be allowed on the demand and energy charges. 

For transformer losses.—lf delivery is made at transmission voltage but metered 


at the low-voltage side of the customer’s substation, the meter readings will be ; 
increased 2 percent to compensate for transformer losses. 
For power factor.—None. The customer will normally be required to maintain 


a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule MRB-S1 
Unirep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missouri River Basin ProseEctT 


INTERIM SCHEDULE OF RATES FOR WHOLESALE POWER SERVICE TO CUSTOMERS 
HAVING THEIR OWN GENERATING FACILITIES 
Effective 
April 1, 1950. 
Available 


In the area generally described as North and South Dakota, central and eastern 
Nebraska, western Iowa, and western Minnesota. 


Applicable 

To wholesale power customers, for light and power service supplied through 
one meter at one point of delivery, who have and maintain generating equipment 
in operating condition capable of serving loads on not more than 24 hours’ notice, 
and who, by appropriate contract, agree to such integration of their power system 
and the power system of the United States by interchange, purchase, and sale of 
capacity and energy, as will best achieve the efficient use of the production 
capacity of both parties. 


Character and conditions of service 


Alternating current, 60 cycles, 3-phase, normally delivered and metered at the 
low-voltage side of substation. The service available hereunder will be considered 
in two categories: (1) Firm power service and (2) withdrawable power service 
herein termed ‘‘secondary energy.’’ The delivery and continuity of supply of 
secondary energy are not assured and such service may be withdrawn in whole or 
in part at any time on not less than 24 hours notice. j 


Monthly rate 


Demand charge.—$0.75 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of highest 30-minute 
integrated demand measured during the month at 3.5 mills per kilowatt-hour. ( 

Balance of energy used at 3.0 mills per kilowatt-hour. 


s 

Secondary service billing demand credit.—For and in consideration of the cus- i 

tomer’s generating capacity, if maintained in good operating condition, and pro- 

vided the customer contracts to purchase his system energy requirements in lieu of ; 

operating his own fuel burning generating equipment (except that which may be ; 
generated as a result of maintaining such equipment in standby condition, and as 

byproduct generation from production of steam for heating or other purposes) i 


during any billing period when secondary energy is available and is offered by the 
United States, the number of kilowatts of billing demand on which the demand 4 
charge will apply shall be the contractor’s system demand less the contractor’s j 
capacity, but not less than the contract rate of delivery for firm power as specified 
in the contract, Provided That in no event shall the number of kilowatts of billing 
demand on which the demand charge will apply exceed the contractor's system 


demand. For use in computing demand charges, the customer shall furnish to Z 
the United States, not later than 5 days after the end of the month during which j 
service was furnished hereunder, a statement of the contractor’s system demand. ‘ 


i 
| 





POWER POLICY 43 


The contractor’s system demand is defined as the maximum 30-minute integrated 
demand in kilowatts on the contractor’s power system during the month. The 
contractor’s capacity is defined as the sustained load carrying ability of the con 
tractor’s electric generating plant less station use, as determined by test and as 
limited by transmission and substation facilities. If the contractor purchases 
power under a bona fide power contract from a supplier other than the United 
States, appropriate deduction shall be made from the contractor's system demand 
for power actually taken under such contract before applying this rate schedule. 


Vinimum bill 

One dollar per month per kilowatt of the highest 30-minute integrated demand 
measured during the month but not less than the contract rate of delivery for firm 
power as specified in the contract. 


Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month or the contract rate of delivery for firm power as specified in the 
contract whichever is the greater but in no event shall the billing demand exceed 
the contractor’s system demand. 


Adjustments 

For character and conditions cf service.—If delivery is made at transmission volt- 
age so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule MRB—P1 
UniTED StTaTES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 


Missouri River Basin PROJECT 


INTERIM SCHEDULE OF RATFS FOR COMMERCIAL IRRIGATION AND/OR DRAINAGE 
PUMPING SERVICE AND FOR WHOLESALE FIRM POWER SERVICE WHEN SUPPLIED 
IN CONJUNCTION THEREWITH 


Effective 
April 1, 1950. 
Available 


In the area generally described as North and South Dakota, central and eastern 
Nebraska, western Iowa, and western Minnesota. 


Applicable 

To commercial customers for their own use for, or for resale for, irrigation and/or 
drainage pumping and purposes incidental thereto supplied through 1 meter 
at 1 point of delivery. Wholesale firm power service for purposes other than 
irrigation and/or drainage pumping service when supplied in conjunction with 
pumping service through the same meter at the same point of delivery shall be 
supplied hereunder. Not applicable to standby or auxiliary service or to the sale 
of dump energy. 
Character and conditions of service 

Alternating current, 60 cycles, 3-phase, delivered and metered at the low- 
voltage side of substation. Rates of delivery for pumping service and for whole- 
sale firm power service shall be separately stated in the contract. A seasonal 
period of delivery for pumping service is permitted hereunder provided the 
seasonal service months are stated by contract. 
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Monthly rate 

Demand charge.—$0.75 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 
demand at 3.0 mills per kilowatt-hour. 


Minimum bill 


The monthly minimum charge shall be $1 per kilowatt of the contract rate or 
rates of delivery in effect during such month, except that during the period 
specified as seasonal service months, there will be no monthly minimum charge 
but in lieu thereof a seasonal minimum charge shall apply which shall be equal to 
the product of $1 times the number of seasonal service months times the sum of 
the kilowatts of contract rates of delivery for seasonal pumping service and firm 
power service, if any. 


Billing dé mand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments 

For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. ‘The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 





Schedule MRB-P3 
Unirep Srates DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missouri River Basin PROJEcT 


INTERIM SCHEDULE OF RATES FOR WHOLESALE FIRM SEASONAL IRRIGATION PUMPING 
SERVICE FOR FEDERAL PROJECTS 

Effective 

April 1, 1950. 
Available 

In the area generally described as North and South Dakota, central and eastern 
Nebraska, western lowa, and western Minnesota. 
Applicable 

hor use in the operation of irrigation and drainage pumping plants on irrigation 
projects in which title in whole or in part is vested in the United States for power 
service supplied through one meter at one point of delivery. 
Character and conditions of service 

Alternating current, 60 cycles, 3-phase, delivered and metered at the low-voltage 
side of the transmission line substation. 
Monthly rate 

Demand charge.—None. 

Energy charge.—2.5 mills per kilowatt-hour for all energy used. 
Seasonal minimum bill 

2.75 per kilowatt of the maximum 30-minute integrated demand established 
during service months of each year specified in the contract. 
Adjustments 


For power factor—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 
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Schedule MRB—L3 
(Supersedes schedule MRB L1) 


Unitep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 


Missourt River Basin ProJEctT 


INTERIM SCHEDULE OF RATES FOR DOMESTIC RETAIL SERVICE 
Effective: 
January 1, 1953. 
Available: 

In the area generally described as North and South Dakota, central and eastern 
Nebraska, western Iowa, and western Minnesota, at towns, camps and installa- 
tions operated in connection with construction or operation and maintenance of 
Federal projects for service supplied over low voltage distribution systems owned 
by the Government. 

Applicable: 

To domestic or residential customers for light, heat, and power service. 
Character and conditions of service: 

Alternating current, 60 cycles, single phase, delivered and metered at a nominal 
voltage of 115 or 230 volts. 

Vonthly rate: 

Demand charge.—None. 

Energy charge.—First 100 kilowatt-hours at 2 cents per kilowatt-hour. Balance 
of energy used at 5 mills per kilowatt-hour. 

Minimum bill: 
$1 per month. 





Pusiic Service CoMPANY OF COLORADO 
Contract No. I81r—1499 
Dump energy rate—2.0 mills per kilowatt hour. 


MontTaNa-Daxkota UTILitreEs CoMPANY 
Contract No. I2r—15303 


Secondary energy rate stated in contract is similar to secondary energy rate of 
rate schedule R6—-S1 for the Fort Peck Project. 

Mr. Wis. Do you sell any dump power to cooperatives? 

Mr. McPuatin. No; not that I can recall. 

Mr. Wise. Ordinarily they would not be customers for dump 
power; is that right? 

Mr. McPuaru. Unless they had steam generation of their own, 
they would not be. If they had steam generation so as to effect a 
fuel savings by reduced generation, then probably they should be. 

Mr. Wise. I believe you answered Mr. Smithey that all of the 
existing contracts for nonpreference customers entered into since 
1946 have the withdrawal provision in them. 

Mr. McPuatit. That is correct. 

Mr. Wise. Do the companies pay the same rate for that power 
which may be withdrawn and used for other purposes? 

Mr. McPuatt. Yes; that is right. 

Mr. Wise. Is that rate identical with the rate which the preference 
customers pay? 

Mr. McPaatt. Yes. 
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Mr. Wise. The Government loses no money by selling that power 
on a withdrawal basis; is that correct? 

Mr. McPuau. Yes; that is correct, to the extent it can be sold on 
that basis. 

Mr. Wise. Have you bad any difficulty selling power on that basis? 

Mr. McPuaiu. Yes; we have. It has been difficult to make con- 
tracts on that basis. 

Mr. Wise. How much of the power do you have that you have 
not been able to sell, that you have available? 

Mr. McPuaix. At the moment we are successful in disposing of 
all the power we have in one way or another. We are not letting any 
energy run to waste by loss of water down the rivers. 

Mr. Wise. Have you ever? 

Mr. McPuain. There have been some cases, but generally it is not 
the case. Generally we are able 

Mr. Wiser. For how long a period have you let any water run down 
the river? ‘To any considerable extent? 

Mr. McPuai. Not to any considerable extent. 

Mr. Wise. How long is this withdrawal provision in the contract? 
How much notice must you give the company that you are going to 
withdraw? 

Mr. McPuatt. | believe it varies in the contracts. The shortest 
1, I believe, is 24 months, and the longest is either 30 or 36 months. 

Mr. Wise. There are certain other documents, either explanations 
or interpretations, which have been issued by the Department, to- 
gether with certain speeches made by high officials, which throw a 
good deal of light upon the change in power policy. Would you be 
willing to put them in the record, please? 

The CHarRMAN. Senator Mansfield, come up and sit at the table 
with us where you can hear. We are delighted to have you. 

Senator GitLerre. The chairman was kind enough to offer me an 
opportunity to ask a question a moment ago. May I interrupt at 
this time for that purpose? I have to go, and I do not want to go 
away having the wrong impression of Mr. Davis’ testimony. I would 
like to ask him a question. 

Counsel to the committee, as I understood him, asked you with 
reference to the clear-cut constitutional authority with which Con- 
gress had been clothed with sole power of disposal of Government 
property—counsel asked you with reference to some change in 
policy in the disposition of public property without returning to 
Congress for action, and asked from where you derived the power. 

I understood your answer to be that it derived from administrative 
action. You are not contending that by administrative action any 
administrative agency of the executive department can change or 
contravene in any way whatever a Federal statute, are you? 

Mr. Davis. Most certainly not, Senator. I didn’t mean to imply 
that. The power obviously comes from Congress. I happen to be 
one of those people who believes in following acts of Congress pretty 
carefully. 

Senator Grtterre. Then when you stated that that power derived 
from administrative interpretation or decision, you meant wholly 
within the intent and purpose of the congressional action? 

Mr. Davis. There is no possible doubt of that, Senator, 

Senator Gituerre. Thank you. 
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Thank you, Mr. Chairman. 

The CuatrrMan. Thank you, Senator. 

Mr. Smitney. Mr. Chairman, Mr. Wise just made a request of 
\ir. MePhail for certain speeches and documents. I think, Mr. 
Chairman, if I may interject at this point, it would be better to ask 
for those statements from the individuals who made them, rather than 
to ask Mr. McPhail to furnish them to the committee. 

The CuatrmMan. That will be the order, yes. 

Mr. Wise. There are certain Department releases or interpreta- 
tions, and I suppose Mr. McPhail is the one to ask for them. 

Following the power policy, the basic power policy, there was a 
statement relative to power policy of the Department of the Interior, 
not dated. Do you have a copy of that to put in the record? 

Mr. McPuatu. Yes. 

(The document referred to was marked “Exhibit No. 6” and filed 
with the committee.) 

Mr. Wise. For release October 1, 1953, there is a statement with 
respect to additional power in the eastern division, and one with 
respect to additional power in the western division. 

Mr. Smirney. May these be received and marked as exhibits in 
the record? I think the numbers are 7 and 8. 

(The documents referred to were marked exhibits Nos. 7 and 8 and 
filed with the committee.) 

Mr. Wisr. There is a memorandum to the Commissioner of Recla- 
mation dated October 27, 1953, from the Assistant Secretary. 

Mr. SmituHry. May that be received, also, Mr. Chairman, as 
exhibit 9? It is the memorandum from Assistant Secretary Aandahl 
to Commissioner of Reclamation, dated October 27, 1953. Is that 
the memo you had reference to, Mr. Wise? 

May that be received in the record? 

The CHAIRMAN. Let it be received. 

The document referred to was marked exhibit No. 9 and filed with 
the committee. ) 

Mr. Wise. Then there is a letter signed by vou dated September 
24, 1953, addressed to the Federal Power Commission, attached to 
which was a report on rate schedules for the Fort Peck project, 
Montana, September 24, 1953. Would you please furnish a copy of 
that for the record? 

Mr. McPuatt. | will have to supply that. I do not have a copy 
of that with me. 

(The document referred to was marked exhibit No. 10 and filed 
with the committee. ) 

Mr. Wiser. There is another letter by you to the Federal Power 
Commission—I don’t have the date of it—in which you superseded 
this letter with a rate schedule. Would you please furnish a copy 
of that letter to the Federal Power Commission and the attached rate 
schedule? 

(Tbe document referred to, when supplied, will be marked ‘‘Exhibit 
No. 11” and filed with the committee.) 

The CHAIRMAN. Your answer is in the affirmative, is it not? 

Mr. McPuam. Yes, sir. 

Mr. Wisz. Under date of October 12, 1953, a letter went out to a 
number of the cooperatives in the basin in which they were told that 
effective January 1, 1954, rate schedule MRB-F-1 in their contract 
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would be superseded by rate schedule MRB-F+4. They were also 

told that unless the cooperative notified the Bureau within 60 days 
that it elected to terminate the contract effective as of such date not 
more than 3 years from the date of the notice, as the cooperative may 
specify, the new rate schedule would be effective for the remaining 
period of the contract. Do you have a copy of one of those letters 
which you might put into the record? 

Mr. McPuait. I don’t have a copy with me, but I will be glad to 
furnish one. 

(The document referred to was marked “Exhibit No. 12” and filed 
with the committee.) 

Mr. McPuai. That has to do with supplementing the old rate 
schedule by the new one. The only change in that rate schedule is 
the matter of payment for capacity contract not used. The applica- 
tion of that rate change is in accordance with the provisions of the 
existing contracts. 

Mr. Wiss. In effect, by that substitution you are putting the new 
policy into effect for those cooperatives which already have contracts. 
They don’t have until January 1 to decide whether they want to 
accept the new rate schedule, but must make the determination within 
60 days from October 12 or December 12. 

Mr. McPuaiu. That is correct, having to do only, as I say, with the 
payment of a minimum capacity charge. 

Mr. Wiser. It does impose a penalty upon them if they have 
contracted for more power than they use at the present time. ; 

Mr. McPuat. That is correct, if they have a substantial amount i 
more than they are using presently, then it does require that they 
make some payment for its being tied up. 

Mr. Wisz. That part of the new policy actually is placed into effect 
on December 12, or Saturday of this week. ; 

Mr. McPuratiu. I don’t know whether you call that a new policy 
or not. It is a matter of rate schedules in order better to assure the 
repayment of the costs of the Missouri Basin project. 

Mr. Wis. That brings us into the policy itself. 

Mr. Chairman, I wonder if it is all right that we go into some of the 
detailed provisions of the policy statement and the criteria? 

The CHatrMan. Go ahead, if you wish. 

Senator Kiigorn. Could I ask a question at this point? 

In defining the kinds of power, there is one term used in power 
contracts that you did not define. What do you mean by “demand’’ 
in your contracts? Do you have a demand charge in your contracts? 

Mr. McPuatu. Under the old rate schedule, Senator, we have a 
demand charge, which is a charge for the peak requirements of the 
customer during any given month. 

Senator Kiigorp. Is that similar to the contract charge in private 
power contracts? 

Mr. McPuartv. Yes; it is a common procedure in the industry, 
private and public. 

Senator Kitcorsr. I just wondered if you do have that in your 
contracts. 

Mr. McPuatn. We do have it in the contracts. 

Senator Kircorr. Thank you. That is all. 

Mr. Wiser. With respect to the new policy, the power policy itself, 
I believe you testified that you were not familiar with who partici- 
pated in the preparation of it; is that correct? 
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Mr. McPuatn. I can’t recall who did. I don’t know. 

The CHarrMANn. Do you recall any who participated? 

Mr. McPuai. As I say, Senator, Assistant Secretary Aandah] par- 
ticipated in allof them. There were various people from the Depart- 
ment who engaged in them, both from the Bureau and from the 
Department itself, in general discussions. 

The CuarrMan. Can you give us the names? 

Mr. McPuai. The final determination of policy when the policy 
was actually written, I am not familiar with that, because I did not 
attend any writings of the policy statement. I would not know who 
participated in that. 

Mr. Wisse. Would that same answer apply with respect to the 
criteria? 

Mr. McPuait. No. In the criteria the Bureau took an active part 
in the determination of the criteria, because we were interested there 
primarily in, first, disposing of power as it became available and, sec- 
ond, securing revenues sufficient to accomplish project payout. 

Mr. Wisr. Was the REA consulted with respect to criteria before 
it was jssued? 

Mr. McPuait. Not to my knowledge. 

Mr. Wissz. Were any outside groups consulted? 

Mr. McPuain. Not to my knowledge. 

Mr. Wis. Are you familiar with the speech that ex-President 
Hoover made at the Case Institute, I believe back in April? 

Mr. McPuat. I am not. 

Mr. Wiser. My reason for asking that question—maybe I should ask 
Mr. Aandahl when he comes on—it seems to me that the present policy 
was pretty well blueprinted in that speech, and the policy is merely 

carrying out what was predicted back there in April. So I tbink it 
fits in with the line of questions which we are following. 

Are you familiar with any articles in magazines and publications of 
the utilities industry, either Electrical World or Public Utility Fort- 
nightly, which some months before the policy was announced predicted 
a policy quite similar to the one which was finally adopted? 

Mr. McPuat. I am not. 

Mr. Wiser. In the policy itself, turning to page 2, which is the basic 
policy statement, could you tell me what is meant by the word 

“locally”? All through it you refer to “locally” and “local interests.” 
Could you tell us what the Department means by “local interests’’? 

For instance, in the first line of the second paragraph on page 2 you 
say: 

It is recognized that the primary responsibility for supplying power needs of an 
area rests with the people locally. 

At another place you say ‘‘it,’’ meaning the Department, “will not 
oppose the construction of facilities which local interests, either public 
or private, are willing and able to provide,” and so on. 

Could you define ‘local interest’’ for me? 

Mr. McPuai. Mr. Wise, since I would be only interpreting the 
policy which has been given to the Bureau, I think probably Secretary 
Aandahl is the more proper person to answer that kind of question. 

Mr. Wise. Would now be the time to do that, Mr. Chairman? 

The CHarrMan. Yes; if you wish. 

Mr. AANDAHL. I will be glad to answer it. 

Mr. Wiser. Will you, please? 
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Mr. AANDAnL. “Local interests” constitute any group at the local 
level as distinguished from the Federal Government. It might be the 
State government, it might be the government of a political sub- 
division, it might be private utilities, it might be REA G. and T. 
Co-ops. It might be any organization at the local level. 

Mr. Wisr. Would it have to be individuals or organizations or 
corporations which were owned by local people? 


i 
+ 
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Mr. AAnpDARL. Not necessarily. It largely distinguishes a group . 
classified as “local interests” from the Federal Government. ‘ 

Mr. Wise. Mr. Secretary, a case involving the Department which 
has received a lot of publicity recently relates to the application of 
the Idaho ener Co. Would you define it as a local interest as used 
in this policy? 

Mr. Aanpanv. It would be a local interest as used in that policy 
statement. 

Mr. Wise. Are you familiar with the ownership of that company? : 

Mr. Aanpant. I have heard some rumors and have some general 4 
information, but it is not detailed at all. 

Mr. Wisp. If the facts were that it is a Maine corporation owned 
chiefly by persons residing outside of the State of Idaho, residing out- 


side of the Northwest, and it holds its corporate meetings and func- 
tions in the State of Maine, would you still define it as “local interests’’? 

Mr. Aanpaagt. It would still be a “local interest’’ as contrasted to 
the Federal Government. 

Mr. Wise. Is that all “local interest’? means as used in the policy, 
any entity which is contrasted to the Federal Government? 

Mr. AANDAHL. Yes. 

Senator Kircore. Would you differentiate in any way, for instance, 
in some case, a corporation chartered under the laws of Idaho and one 
chartered under the laws of Delaware, for instance? 

Mr. Aanpanu. I would say that each of those companies would 
represent local interest as contrasted to the Federal Government : 
taking the power responsibility. i 

Senator Kiragore. In other words, a corporation chartered in 
Delaware would be a local interest if it decided to develop power in that 
area? 

Mr. Aanpaut. If it was doing business out in that particular area. 

Senator Kiicorer. Or decides to go into that particular area? 

Mr. AANDAHL. Yes, sir. 

Mr. Wise. Regardless of any traditional connection with the area 
or any interest it has in the overall welfare of the area? 

Mr. Aanpauu. I think it is fair to assume that any business enter- 
prise is interested in the welfare of the area in which it is operating. I 
don’t think we ought to assume, just because ownership might be 
somewhat separated from the specific area, that the ownership has no 
interest in the deve lopme nt of that area. 

Mr. Wiser. On page 8 of the policy, this statement appears 
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tate schedules will be prepared on a basis which will provide for the cost of 
producing and transmitting the energy and will return the capital investment in 


generation and transmission facilities together with interest in not more than 50 
vears. 
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Mr. AANDAHL. The 50-year period is a period that, as Mr. McPhail 
has indicated, has been used in the Department for a good many years. 
It involves no change, and it seems to be a reasonable period. 

Mr. Wise. Have there been no cases in the Department in the past 
where a period of longer duration than 50 years was used? 

Mr. Aanpaut. I haven’t checked too thoroughly, and I wouldn't 
want to make a direct answer to that. To the best of my knowledge, 
there have not been. 

Mr. Wise. Do you know of any such cases, Mr. McPhail? 

Mr. McPuait. Speaking for the Bureau of Reclamation, and that 
is all I can speak for, our rate schedules have been based upon a 
maximum 50-year payoff. 

Mr. Wise. You have had no longer than 50 years. You don’t 
know about the other bureaus? 

Mr. McPuat. No. 

Mr. Wise. On page 6 of the policy, there is contained this 
statement: 

* * * nor will (the Department) use or permit the use of the preference privilege 
as a means to provide power for large industrial consumers at the expense of domes- 
tic and rural customers served by either publicly or privately owned public utilities. 

Do you take the position that a cooperative cannot serve any 
industrial load? 

Mr. AANDAHL. That statement in the policy stems from a cireum- 
stance that prevailed out in the Pacific Northwest, in the Bonneville 
Power Administration area. ‘There large industrial development was 
taking power that was badly needed by rural and domestic consumers, 
and in writing the 20-year contracts with the private utilities we put 
provisions in “there that we would not rec ognize the application for 
power by either a preference customer or by a private utility in excess 
of 10,000 kilowatts in any 1 year that was going to an industrial 
development. 

Mr. Wise. Will that 10,000-kilowatt rule apply to the cooperatives 
in the Missouri Basin? 

Mr. AanpaHut. We have made no provision with respect to the 
Missouri Basin. That is an open question for the time being. The 
provision that I referred to applies only in the Bonneville area, where 
we have completed the 20-year contracts. 

Mr. Wiser. What rule will apply in the basin as of now? 

Mr. AanpAHL. The problem has not been brought to our attention 
in sufficient detail so that we have taken any position whatsoever. 
It is entirely an open question at the moment. 

Mr. Wisr. Thank you, Mr. Secretary. 

Mr. McPhail, will you turn to the criteria. I gather they are the 
same for both areas other than the rate schedule, is that correct? 

Mr. McPuar. That is correct. 

Mr. Wiser. We will use the western division, then, for discussion 
purposes. 

Incidentally, do you have enough copies of these so the members of 
the committee could follow them? 

Mr. McPuatt. I do not have them with me. 

Senator Krieore. Is it not a fact that historically the Reclamation 
Service was set up for the reclamation of arid or submerged lands, in 
both categories? The purpose was the reclamation of land for agri- 
cultural purposes. Is that not right? 
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Mr. AANpAHL. Are you asking me that question? 

Senator KitGore. Yes. 

Mr. AANDAHL. Yes, that is correct. 

Senator Kitcore. Historically, in that program and at the same 
time, the question of flood control was vested in the engineers, is that 
not right? 

Mr. Aanpaut. May I qualify that further by saying, though, that 
in reclamation projects there became an element of flood control. 

Senator Kricorre. Yes. What I am getting at, then, is that 
actually we divided the United States into two segments, and flood 
control gradually grew to be handled by the Reclamation Service 
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largely in the West, whereas the engineers handled the question of ; 

flood control east of a certain line; is that not right? } 
Mr. Aanpauw. I would say that the engineers all through the West 

have a sizable element of responsibility in the construction of projects 

that have flood control as their main purpose. : 
Senator Kitcore. I know, but there is still that conflict there as 

to when it impinges on reclamation and when it is straight flood 

control, is that not right? : 


Mr. Aanpant. I would say that the two responsibilities are 
constantly blending. 

Senator Ki,corr. Sometimes constantly scrapping, too. Is that 
not a fact, too? 

Mr. Aanpanu. There have been sizable elements of conflict. I 
think we are making a great deal of progress in ironing out those i 
differences and making them blends instead of conflicts. 

Senator Kitcore. I am leading up to a point in this. The power 
feature was tacked onto it like taking the tail on the donkey in the 
old game. Is that not a fact? In other words, in the building of 
these projects you discovered that power could be produced, 

Mr. AAnpAaL. That is correct. : 

Senator Kingore. Gradually, the first thing we know, the tail is 
wagging the dog now almost, is that not right, in the public mind, 
and almost in operation, because it is a means of revenue. 

Mr. AanpAnL. Power has become a sizable factor in all of these 
projects. Let me say in most of these projects. 

Senator Kincore. And a sizable cause of strife, also, between ; 
private enterprise and Government, is that not right? 

Mr. AanpAuu. That is correct. 

Senator Kitcorer. If Congress should take it upon itself sometime 
to draw a clean-cut cleavage in the proposition as to the powers and 
responsibilities of the engineers and the powers and responsibilities of 
the Reclamation Service, it possibly might iron out a lot of these 
things, is that not right? 

Mr. Aanpanu. There is no question about that. There is a great 
deal of variance in the many statutes that apply to these projects. 

Senator Kircore. What we really need is a clear governmental 
policy on not only the powers but the responsibilities. 

Mr. AANDAHL. Without any question. It would be most helpful. 

Senator Kincore. Of the two agencies. 

Mr. AanDAuL. It would be most helpful. 

Senator Kirgorre. Thank you. I 

Mr. Wise. Mr. McPhail, in paragraph 1 of the criteria appears this 
statement, on page 1, under power supply. It says: 
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In the application of this criteria, it must be recognized that the Federal Gov- 
ernment does not assume a utility responsibility and therefore the purchase of 
thermal generated energy to firm the hydro, as indicated above, will be kept to a 
minimum, 

Will you please explain to the committee just how the firming 
process works, the relationship between steam and hydro? 

Mr. McPuatt. In general, my understanding of that particular 
point is that the Federal Government—— 

Mr. Wise. I am sorry. I mean as an engineering matter, as a 
matter of operation. 

Mr. McPuait. In situations of low runoff in any given year or, say, 
the loss of substantial pieces of generating equipment, the Federal 
Government would make such purchases as might be required in order 
to firm up its own supply to, let’s say, the output that could be se- 
cured in an average year. Generally it amounts to the purchase of 
energy which can be generated offpeak by some other agency having 
generating capacity, the withholding of water behind ‘the reservoir 
during that purchase period, and then the release of that water during 
the peak period so as to supply the necessary power for covering peak 
requirements. 

Mr. Wisr. What is the effect on the cost of production if a hydro 
plant is integrated with a steam plant, either physically or by purchase 
of steam power, to firm it up? 

Mr. McPuait. Of course, that depends upon what are the arrange- 
ments under which you make the purchase. It has been and is the 
aim of the Bureau of Reclamation in such purchases to provide an 
overall lowering of costs or, to say it another way, the maintenance of 
full revenues to the project without adverse effect upon the contractors 
to whom the Bureau sells power. 

Mr. Wisn. What is the practice of a prudently managed utility 
company in connection with the operation of a hydro plant? 

Mr. McPuait. In what respect? 

Mr. Wiss. So far as firming it up with steam is concerned. 

Mr. McPaar.. It is a quite common practice for hydro power to 
be firmed up by steam. 

Mr. Wiss. Is there some means of determining the optimum eco- 
nomic value out of the purchase of steam to firm up hydro? 

Mr. McPuat. There are several theories as to how that can be 
done. It is an engineering problem that I think is pretty well under- 
stood. While there is no set formula for it, it is common knowledge 
as to how you can at least approach the optimum. 

Mr. Wiss. In other words, from the standpoint of good business 
you get the maximum production out of your hydroplant by adding 
all the steam to it that is available, is that correct? 

Mr. McPuain. That is correct. 

Mr. Wise. Mr. Davis was quite concerned in several of his answers 
about the obligation on the part of the Department to get all the 
money it can out of this. He said the Attorney General had several 
times advised the Secretary that it was necessary to do everything 
possible to assure repayment of the project. In view of that admoni- 
tion from the Attorney General and in view of the statement of the 
economic principles of hydro and steam operation which you have 
just enunciated, I am wondering how you can justify that sentence 
[ read to you a little while ago, that the purchase of steam would be 
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kept to a minimum. Aren’t you definitely saying that you are not 
going to operate this on sound business principles as the statute 
requires? 

Mr. McPuati.. Not necessarily so, I don’t believe. 

Mr. Wiser. How can it be otherwise, in view of what you said 
before? 

Mr. McPuat. It could be otherwise if purchases were made to 
the maximum. They might purchase enough power to go far beyond 
the proper amount that the Federal project could ordinarily deliver. 

Mr. Wiser. But this says it will be kept to a minimum. I assume 
that that must mean that you are not going to purchase the maximum 
amount which would result in the cheapest power and the largest 
production. 

The CuarrMANn. Secretary Aandahl wishes to answer this question. 

Mr. Aanpaunv. I would like to answer your question in this way: 
Under any arrangement, the same objective will be accomplished. 
The purpose is to integrate the hydro with the amount of steam 
power that is necessary to give the maximum benefit. The only 
question is who is going to do it?) We feel that the Bureau of Recla- 
mation should firm up with steam power to reach the capacity of 
the hydro plants in an average water year, and any excess secondary 
energy that we have in exc eptionally good water years should be 
integrated by some other business organization and not the Bureau 
of Reclamation. 

Exactly the same purpose will be accomplished and the same 
economic advantage to the people of the entire area will be reached. 

Mr. Wiss. Mr. Secretary, I simply can’t follow that. It seems to 
me by your own statement it is clear that it will be an economic ad- 
vantage to those other business organizations which the Government 
must, by hypothesis, not receive, and in turn the cooperatives and 
other preference customers cannot receive. 

Mr. Aanpant. No. The Government will receive the value of 
the hydro power in that system under any circumstance that might 
be arrived at for its sale. If somebody else does the integrating, the 
hydro has a certain specific value, and if we were to buy steam power 
to integrate, then we would pay for the steam power and pay the 
value that needs to be paid for it. If someone else does the integrat- 
ing, they buy the hydro and pay the value that it has. 

The one thing that we have to market is the hydropower. Any 
value that we add to that hydropower by the purchase of steam, we 
add at a cost which we must recover in the price that we charge our 
customers. The one thing that we have to sell is the hydro. We 
can get ® maximum revenue from it under either of the arrangements. 

It is just a question of how deeply the Bureau of Reclamation 
should go into the business of furnishing the power needs of the area. 
We feel that that should be limited to the capacity of the average 
water year. 

Mr. Wise. Mr. Secretary, it seems to me what you have said 
contradicted by what Mr. McPhail said. 

Mr. Aanpanu. I think our two answers fall very close together, 
but. McPhail didn’t carry it out to the detail that I did. 

Mr. Wise. Except in carrying it out to the detail which you did, 
it seems to me, Mr. Secretary-—and I[ submit this respectfully—that 
you misstated the result of it. 
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The Cuarrman. Gentlemen, the Attorney General is here and has 
asked to see me about some matters. It is almost 12 o’clock. We 
will adjourn, if it is convenient to everybody here, until 1:45. 

(Whereupon, at 11:45 a. m., a recess was taken until 1:45 p. 
of the same day.) 


AFTER RECESS 


The CaarrMan. The meeting will come to order. 

You may proceed, Mr. Wise. 

Mr. Wise. Mr. Chairman, | will speak a little louder, and that will 
not mean I am yelling at my friends across the table, but some of the 

vood friends from the Missouri Basin in the rear have been very criti- 
cal that they did not hear a word that was said this morning. 

The CHarrMan. It would be well for you to speak a little louder. 

Mr. Wise. Mr. Secretary, just before we adjourned, I believe I 
took issue with a conclusion you had made. I am wondering if you 
have any studies in the Department to support the statement which 
you have made? 

Mr. AANDAHL. No, we have not. 

Mr. Wise. What is the basis for your statement? 

Mr. Aanpant. Well, the basis for my statement is this, and that 
is that the Bureau of Reclamation has one commodity to sell, and 
that is hydroelectric power. A portion of that hydroelectric power, 
to be marketable, needs to be firmed up with steam power. The 
Bureau can market that hydroelectric power just as effectively whether 
it firms it up itself or sells it to someone else who will firm it up. The 
value of the hydroelectric power remains the same under either 
circumstance. 

Mr. Wiss. Mr. Secretary, does that statement which I would like 
you to substantiate— —it is that with which I take issue. You have no 
engineering studies to support that? 

Mr. AANDARL. It is not a matter of engineering studies; the en- 
gineering fact is agreed to by both of us. It is just a question of the 
availability of a market for it, and the conditions under which it can 
be most effectively marketed. It is not a question of engineering. 

Mr. Wise. Do you have any question as to the availability of a 
market? I gathered the reason we are here on behalf of the coop- 
eratives is because we are worried that there will not be enough power 
there. And you say you do not think there will be availability for 
your power. 

Mr. Aanpauu. No, I do not. I say there is a market for it under 
either circumstance. 

Mr. Wiss. But under which circumstance, or in which circumstance 
will the Government get the most money to carry out the Attorney 
General’s opinion? 

Mr. Aanpauu. They will get substantially the same money under 
either circumstance. 

Mr. Wise. Will you please substantiate that conclusion? 

Mr. Aanpau.. | do not see as it needs any substantiation other 
than what I have said, unless you go directly into the marketing 
process, and see what offers you get. 

Mr. Wise. I had made the statement in asking you the question 
thet the Government would be better off financially if the purchase 
had steam to firm up and sold the power as firm power, and I gather 
Mr. McPhail agreed with that conclusion. 
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Mr. Aanpauw. Is your assumption based on a profit that the 
Government will receive on the steam that it buys and resells? 

Mr. Wise. My assumption is based on the profit which the Gov- 
ernment will receive from the overall transaction by firming up this 
hydro power with steam, which it purchases 

Mr. AANDAHL. Well, the hydro power has the same value, irrespec- 
tive of who firms it up. 

The Cuarrman. Let the record show Senator Murray, of Montana, : 
is present. 

Mr. Wise. It has the same value to whom, Mr. Secretary? 

Mr. Aanpauut. To the person who sells it. 

Mr. Wiss. That is where I differ with you, and I ask you to sub- 
stantiate that. 

Mr. Aanpauu. Well, might I ask you, sir, to substantiate the other 
point of view? 

Mr. Wise. Might I ask you this question 

Mr. AanpauL. Do you have any studies to substantiate the other 
point of view? 

Mr. Wiser. I have no studies to offer here, but I submit as a matter 
of accepted economics in the industry that that fact is so. 

Might I ask you this question, please? Viewing this solely as a 
business proposition, that is what is the best to the taxpayers of the 
country; would then not a proper test be how much to firm up? 
Would not the proper test be to determine how much secondary energy 
would or could be firmed up by the price at which the secondary 
energy is sold plus the cost of firming it up with the price at which 
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energy is sold? The price of firm energy is more, if it is more, it is 
good business to buy. That is my contention. Do you disagree 


with that’ If the price of the firm energy is less, then it is bad business. 

Mr. Aanpant. I did not follow the last part of your question. 

Mr. Wise. I will read you the entire statement again. 

Viewed solely as a business proposition, would this not be the proper 
test of how much to firm up secondary energy: Price at which the 
secondary energy is sold, plus the cost of firming it up, compared with 
the price at which the firm energy is sold? Are you an engineer, Mr. 
Aandahl? 

Mr. Aanpanu. No; I am not. 

Mr. Wisp. Have you had any experience in the marketing of 
hydropower, prior to your present position? 

Mr. Aanpaut. I have had only a limited experience with it. } 

The Cuarrman. Make your question very clear to him so that he 
understands it thoroughly. 

Mr. Wise. Do you understand that question? 

Mr. AANDAHL. I understand what you are driving at. I would 
say that the premises that you have made are premises that need to 
be given consideration in evaluating the relative merits of the two 
proposals. 

Mr. Wiser. In the criteria to what premise did you give considera- 
tion, and what is the mark at which you will stop purchasing steam? 

Mr. AANDAHL. We have established the principle that the amount 
of firm hydropower that we will sell is the amount of firm power that 
the hydroplants will produce under average water conditions. 

Mr. Wise. Why did you choose the average water-conditions test? 
Did you make that choice? 
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Mr. AANDAHL. The group of us together; I participated, and sup- 
ported the premise. 

Mr. Wise. Who else participated in that, Mr. Aandahl? 

Mr. AanpAHL. The answer to your question will be twofold. We 
have the power marketing policy that was approved on August 18, 
and that is a departmental power policy. 

Mr. Wise. Who all participated in that? 

Mr. Aanpaunt. The Secretary, and the Under Secretary and the 
Assistant Secretaries are responsible for that statement. We had 
numerous conferences, and the policy that was finally released had 
the approval of the entire secretarial group, and no one outside of 
that group has any major responsibility. 

Mr. Wise. Do they have minor responsibilities? 

Mr. AANDAHL. We checked with the personnel in the power- 
marketing agencies, and got information from them as we thought it 
might be necessary to develop and round out the ideas that we were 
formulating, but the secretarial staff itself is responsible for the 
power statement of August 19. I participated heavily in those 
conferences. 

Mr. Wise. Mr. Secretary, are your colleagues on that staff expert 
in this field? 

Mr. AANpDAHL. They are folks who have had pretty wide range of 
experience. 

Mr. Wise. In the utility field? 

Mr. AAnDAHL. And insofar as we did not have experience, we got 
information and questioned people in our power-marketing agencies. 

Mr. Wise. Could you tell us who some of those people are who were 
questioned? 

Mr. AanpAHL. We checked several times with Mr. McPhail in the 
Bureau of Reclamation, and members of his staff. 

Mr. Wisr. Did you check with any preference customers? 

Mr. AANDAHL. | had several conferences with preference customers. 

Mr. Wise. Would you tell us who, please? 

Mr. AANDAHL. And listened to the problems that they presented. 
Mr. Hanlon was in with a group of REA people from out in the area, 
and we had a conference in my office, and we in the Department were 
very anxious to have an expression of any opinions that they had. 

Mr. Wise. Could you tell me in what respect the criteria or the 
policy represents suggestions you received from Mr. Hanlon and his 
group, or from any other preference customer group? 

Mr. AANDAHL. I do not think that I would be in a position to pin- 
point it because they were not tabulated, and were not set up that 
way. The opinions that they expressed were helpful to us in the 
Department in formulating the opinion of the way we thought this 
matter should be handled, and the policy power statement of August 18 
represents a departmental position on the objectives that we have in 
mind in marketing the power that we have for sale. 

Mr. Wise. Mr. Secretary, do you think it would be a fair statement 
on my part to say that there is nothing in the criteria or in the policy 
which reflects suggestions you received from them, and most of the 
gist of it contains matter to which they objected? 

Mr. AANDAHL. The first part of your statement is not correct. I 
can call your attention to one thing in particular, and that is the pro- 
vision in the criteria that makes it permissible for a G. and T., an 
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REA G. and T., to contract for the entire amount of power that is 
going to be used by the distributing co-ops that constitutes its mem- 
bership. That is a specific suggestion that came from the co-ops 
themselves. 

Also, the provision that we will not attempt to control the resale 
price that the co-ops charge, that is in line with thinking that some 
members of the organization expressed. 

Mr. Wise. Mr. Secretary, would you say that the provision having 
to do with the sale of power by G. and T. cooperatives represents 
suggestions made by Mr. Hanlon or any of his group? 

Mr. Aanpaut. Mr. Hanlon has differed with the rate people in the 
Bureau of Reclamation on the effectiveness of the allowance that we 
make up to 1 mill, to take care of the expenses that the G. and T’s. 
will have. We have told Mr. Hanlon that we will very gladly review 
that any time they will present to us a specific analysis that indicates 
that we do not accomplish the purpose that we had in mind in that 
formula. 

Mr. Wise. I think we will be able to do that when we reach that 
part in the criteria by merely questioning Mr. McPhail. 

I would like to point out that we consider that one of the very 
objectionable features of the criteria. 

Mr. Aanpauu. Yes, but you recognize that that is an optional 
provision, and it is something that the preference customers did not 
have before, and so whatever merit it has is new and an additional 
one for the benefit of the preference customers. 

Mr. Wise. That depends on whether it is at the option of the 
Bureau, and if it is, we will show later. 

Mr. Aanpbau_. It is at the option of the preference customer. 

Mr. Wise. We will get to that when we come into it in the criteria. 
Were there any other suggestions you accepted from preference 
customers? 

Mr. Aanpbaun.. I think that is the major portion of it. 

Mr. Wise. Did you realize that a number of the provisions in the 
policy must by their very nature be objectionable to the preference 
customers? 

Mr. AanpauHu. I recognized that there are a good many people 
who would like to see a 100 percent Federal monopoly of power, and 
that there are elements in this criteria and in the power policy that 
do not meet with their approval, and we have expected that opposition 
all of the way through. 

Mr. Wisr. Now, you are making a statement, Mr. Secretary, 
that any of us who object to this policy favor 100 percent federalization 
of power. 

Mr. Aanpaunu. I am not pinpointing any individual, but I know 
that there are a substantial number that are of that opinion. 

Mr. Wiser. I do not question that; in this country we find people 
substantially having all kinds of half-baked opinions. 

Mr. Aanpaut. And I do feel that a number of those people have 
given the impetus to this opposition that has developed to the policy 
and the criteria. 

Mr. Wisr. You are making a charge this is not a grassroots or 
bona fide opposition to the policy, but it is stimulated by these people 
whom you describe? 
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Mr. AANDARL, I say to a large extent it has been stimulated by a 
rroup of those people. ‘There is no question but what the feeling is 
rassroots at the present time. 

Mr. Wise. You do not question that? 

Mr. AANDAHL. No, I do not question that at all, but I think that 
as we have an opportunity to interview the people at the grassroots 
ind to present the true meaning of the criteria, and the policy, it is 
going to be accepted by a large number of them. 

Mr. Wiser. I believe you have had several meetings with them, and 
would you say as a result of those meetings, the acceptance is 
increasing? 

Mr. AANDAHL., I have not had enough meetings at the moment to 
substantiate that point of view. But I will say that at the grass- 
roots I have had some very friendly exchanges with people who for 
the moment have a somewhat different opinion, and are fearful of the 
results of the criteria, but our meetings have been most cordial and 
friendly, and I think many of these difficulties are going to be ironed 
out when we have had an opportunity to visit and to exchange 
ideas. 

Mr. Wiser. We hope all of our differences, even though we have 
to raise our voices to be heard, can be on a most friendly and cordial 
basis. 

Mr. AANDAHL. I am raising my voice so that everyone in the room 
can hear it. 

Mr. Wise. Would you tell us now who from the private industry 
was consulted in determining this policy? 

Mr. Aanpaut. We have had no conferences with people from pri- 
vate industry. Of course, from time to time there have been inci- 
dental exchanges of opinion with people from the private industry 
just as there have been exchanges with groups of preference customers 
and other folks. They are just constantly coming into the office and 
we are seeing them at public meetings, and there is just informal 
opinions that are constantly being expressed. 

Mr. Wises. Could you tell us who some of those people were? 

Mr. AAnpaAnu. Well, for example, I was out at Chicago last spring 
and spoke at the American Power Conference. There were representa- 
tives of almost every element of the power industry. There was 
nothing said by anyone that would justify me in saying, well, this 
individual told me this, and that fellow told me that, but there were 
differences of opinion expressed. 

Last spring I was down at the United States Chamber of Commerce 
luncheon meeting and spoke at that meeting, and there were just 
dozens of power “people there, and some offhand expressions given, 
but we have had no specific conferences or huddles with power people. 

Mr. Wisn. They did not come to your office to discuss the question? 

Mr. AanDaHu. No. 

Mr. Wiss. You mentioned some of the provisions which you 
throught you had accepted from the preference customers, and can 
you tell us those which you accepted from the private industry 
representatives? 

Mr. AANpDAHL. The fact of the matter is I do not think that there 
are any. Anything that is in there that is acceptable to private 
power companies has been a part of my basic thinking all through 
the years. I am a strong supporter of the American free enterprise 
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system, and I feel that the amount of hydroelectric power that the 
Federal Government has to sell should only be that that is generated 
incidental to multiple water purpose projects that we have in this 
country. The multipurpose projects would never be built unless the 
Federal Government went in there and built them, and these large 
dams and all of our river systems must be built by the Federal Gov- 
ernment, if we are going to have them, and when they are once built, 
we should have a maximum generating capacity for the conservation 
of that great natural resource. That is a Federal responsibility, and 
whatever power is generated under those circumstances should be 
sold by the Federal Government, but beyond that, the generation 
and distribution and sale of electrical energy should be a local 
responsibility. 

Mr. Wisr. Now, those dams having been built, do you agree with 
Mr. Davis that they should be operated on a basis that will yield 
the most income to the Government? 

Mr. Aanpauw. I would like to qualify my answer in this way: 
Those Federal projects have a specific investment for power develop- 
ment, and together with that is the investment for transmission, and 
together with that is the operational expense, and when that has 
been determined, we should establish the lowest possible rate that 
will liquidate those financial responsibilities, and that is the price 
that we should charge. Of course, we have to struggle a little bit 
to get enough money to do that, and it isa problem. I do not think 
we should operate those projects to get a maximum of revenue. We 
should operate them at the rate or we should sell the power at the 
rate that will bring the revenue that is needed to liquidate the invest- 
ment and pay the operating expenses. 

Mr. Wise. And stop there; only obtain enough revenue to liquidate 
the investment and not to go on and obtain the maximum revenues 
which are obtainable operating on a good business principle? 

Mr. Aanpaut. If we are going to obtain the maximum revenues 
that are obtainable 

Mr. Wisn. Net revenues. 

Mr. Aanpani. The maximum net revenues—then we would be in 
there for profit-making purposes, and I do not think that is the function 
of the Government. 

Now, there are some items of Federal expenditure, such as the 
expenditure in reclamation projects, for irrigation purposes. That is 
where it is pretty well the established position that part of that cost 
should be carried by power revenues, and in so far as the Government 
is engaged in building these reclamation projects, I think it is proper 
that we include in the total amount of money that we need to receive 
for the sale of power, an item to aid irrigation. But other than that, 
no profits should accrue for the Government. 

Mr. Wise. Even though that profit is easily obtainable by operating 
on a businesslike basis? 

Mr. AanpauL. Well, the project should be operated on a business- 
like basis, there is no question about that. But to operate on a 
businesslike basis, it is not necessary to set up a big item of profit or 
revenue, 

Mr. Wise. Would not any business managed organization so 
operate to obtain the most profit out of it? 

Mr. Aanpaut. I think you will find that your business organiza- 
tions charge a rate that will liquidate the investment, and that will 
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set up a reserve for reconstruction and pay interest on outstanding 
obligations, and that will pay operating expenses and pay dividends 
mm stock, and after they have done that, that is their rate. 

Mr. Wissz. Now, if the Government, being different and not in it 
for a profit to itself, but so as to return the investment in it, and also 
to produce power as you have very eloquently expressed a little while 
ago, at the lowest possible rate, must not you to do that, produce all 
of the power that you can get out of a given installation, and since 
Congress here has passed not in 1 act, but in several acts, 2 or 3 of 
which are applicable to you and the others to other power installations, 
the preference provision of the legislation, which said you must give 
preference to certain custome rs—do you not think that you are de relict 
in your duty to the responsibility which you have assumed if you do 
so operate as not to be able to give those customers the lowest possible 
rate? 

Mr. Aanpauut. Under the marketing criteria and the power policy, 
we will give them the lowest possible rate and we will recognize all of 
the requirements of the preference clause. 

Mr. Wise. We get right back to where we started then. What is 
your basis for saying if you use the average water-year to determine 
the amount of steam to be purchased, that you are so operating the 
project? 

Mr. Aanpaut. That gets back to the old question that we debated 
here a moment ago, and you have your opinion on one side, and | 
have my opinion on the other, with respect to the marketability of 
power. Ido not think that there is any object in reiterating what we 
have already said. 

Mr. Wist. Except I get confused when you say marketability of 
the power. What do you mean by that? Do you mean there is no 
market there for it? 

Mr. Aanpauu. No, I told you there was market for the power 
under either arrangement that we talked about. 

Mr. Wise. Will you please tell us what you do mean by market- 
ability of power? I cannot follow that at all, Mr. Secretary. 

Mr. Aanpauu. I think my statement was perfectly clear, and you 
should not have any difficulty in understanding it. 

Mr. Wise. I am sorry I am so stupid, but would you explain please 
for the record what you mean by marketability of the power. 

Mr. AANDAHL. We have a certain amount of power to sell. Part 
of that is firm power and part of it is secondary power. Now, we 
want to establish a reasonable amount of firm power that we can 
declare that we have available. It would not be a true measure of 
amount of firm power if we took the amount that is firm under low- 
water conditions, and it would not be fair to the project if we took the 
amount that is available under high-water conditions, so the thing 
we have done is taken the amount of firm power that would be 
available under an average-water year. We have decided that we 
will buy steam power to firm up in low-water years to that amount. 
That is the amount that we propose to sell as firm power. 

Now, your question has been, Could we enhance the value of the 
secondary power above this firm power by firming up the remainder 
of it? My answer has been that it should make no difference, it 
should make no difference for this reason, that secondary hydro power 
has the same value whether the Bureau of Reclamation firms it up, 
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or somebody else firms it up. All we can expect is the value of that 
secondary power. The only object in firming it all up would be to 
create a larger volume of firm power that the Bureau of Reclamation 

can sell, and to plunge the Government further into the responsibility 
of meeting power needs and performing a utility responsibility in the 
area. But we do not enhance the market value of the secondary 
power that we have to sell by doing that. 

Mr. Wise. You would get more money for it. 

Mr. AanpDAHL. No, we will not. 

Mr. Wiss. You get more money if you sell it as firm power than if 
you sell it as secondary. 

Mr. Aanpanu. We offset that increased revenue by the price that 
we have to pay for the steam power that we use. 

Mr. Wiser. That is the question, that is the test that I asked you 
just 2 or 3 minutes ago. 

Mr. Aanpaui. And my answer is that we do not enhance the net 
revenue, 

Mr. Wiss. Now I asked you for any studies which would show that 
you do not enhance the net revenues if you buy steam to firm up 
secondary power when the price at which you sell that compares 
favorably with the price at which you buy it. 

Mr. Aanpaunv. And I ask you for any studies that you have made 
that shows the opposite. 

Mr. Wiser. I would like to ask you—I do not claim to have any 
studies, but I would assume that if the Government officials were 
going to determine a policy which represents a complete reversal in 
policy, and which also we contend is a flagrant violation of the law as 
determined by the Congress—— 

Mr. AANDABL. It is not a violation of the law. 

Mr. Wiser. Before making such a determination, there would be 
some engineering and economic studies made which would support it. 

We submit, Mr. Chairman, that the test should have been what is 
good economics, and I think Mr. Secretary in his very last oration has 
put his finger on it. I understood him to say there would be more 
money to the Government if they did it the way we suggest, but he 
would consider that plunging the Government into business, and that 
is the reason he did not do it. 

Mr. AANDAHL. My statement was that the potential for income to 
the Government is identical under either circumstance. 

Mr. Wise. Well, in arriving at that determination, before you did, 
did you have a study made of the storage capacities of the various 
dams? 

Mr. Aanpanu. We have in the Department people who have had 
considerable business experience, and I think our judgment can be 
matched with the judgment of other groups, with reasonable depend- 
ability. 

The CHarrman. Do not interrupt. I want the Secretary to have 
a chance to answer fully before he is interrupted. 

Mr. Wise. I am sorry, sir. 

Do you know what the storage capacity is of the dams in the basin? 

Mr. Aanpanu. Yes; I do. 

Mr. Wiss. Is it generally speaking favorable? 

Mr. AANDAHL. Yes; on the main stem of the Missouri Basin, the 
Corps of Engineers have some sizable structures with large storage 
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apacities, and capacities that should do an excellent job in producing 
hydroelectric power. 

Mr. Wisn. That being so, if there were not some fear of getting 
into business as a consideration to influence you, would it not be good 
business to buy offpeak energy and store—does not the criteria say 
that the only limitation is one of energy and not one of capacity? 

Mr. AANDAHL. That is correct. 

Mr. Wise. Therefore, would it not be good business to buy offpeak 
energy and store it, and then be able to sell it as firm energy? 

Mr. Aanpant. I think the business would be just as good to sell 
the peaking capacity which we propose to do. 

Mr. Wisz. Do you have some figures to show that, and can you 
compare what you get for peaking capacity; and what you would get 
for firm energy. 

Mr. AANDAHL. At this time we cannot do that because we have 
before us the process of contract negotiations, and the measure of 
what can be done, but we expect that that will work out very satis- 
factorily as far as revenue to the Government is concerned. 

Mr. Wisz. But you do not base that e xpectation on any studies. 

Mr. AANDAHL. We would have to get into the process of contract 
negotiation before we could come up w vith any answer to that question. 

Mr. Wise. So this very far reaching and radically changed policy 
was adopted without making such studies? 

Mr. AANDAHL. It is not nearly as far reaching or nearly as radical 
as you suggest. I would take issue with that premise. 

Mr. Wisr. And the determination was made by the three Secre- 
taries of what constituted a good criteria to use in determining how 
much steam to buy? 

Mr. Aanpanu. The power policy of August 18 was edited and 
approved by the secretarial staff in the Department of the Interior, 
and practically exclusively by them. 

Mr. Wise. Mr. McPhail, have you made any studies to show 
what the stituation would be if the Bureau were to build its own 
steam plants, in the basin? 

Mr. McPuait. I have not. 

Mr. Wise. Has the Bureau? 

Mr. McPuatin. Not that I know of. 

Mr. Wisr. If instead of having to purchase the power, you could 
generate it at a cheaper cost, would the Government gain by firming 
up that energy, from a financial standpoint? 

Mr. McPuat. Well, certainly the Government would gain if 
arrangements were made to increase its net revenues, that is self- 
evident, and that is as far as I can answer the question, because I do 
not know what the actual circumstances might be. 

Mr. Wise. By not firming it up with purchased steam, there is 
that much more peaking power available, is that right? 

Mr. McPuaim. That is questionable. At this time neither we nor 
anyone, I believe, knows just how the Missouri River can be operated 
in the wintertime. Unless we can produce peaking capacity in the 
wintertime, it has little value in the area, and we do not know yet, 
and probably will not know until we have operated that river for a 
few years, to see how much possibility there might be for peaking 
capacity. 
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Mr. Wise. In your study of revenues, your estimated revenues, 
do you allow for revenues from peaking capacity? 

Mr. McPuaru. No; we do not. 

Mr. Wise. Would the cooperatives be able to get any benefit out 
of the peaking capacity? 

Mr. McPuarn. If it were available, and sold to a cooperative that 
had generating capacity of its own, I think it certainly would, because 
the idea of selling peaking capacity would be to sell it in such a way 
as it would offer an incentive to people to use it. 

Mr. Wise. But those co-ops or other preference customers who did 
not have generating plants, which the vast majority of them have 
would not get any benefit. 

Mr. McPuart. That is correct. 

Mr. Wise. Going down the criteria, on page 2, in the first paragraph, 
it provides for contracts of not exceeding 20 years. Do you propose 
that the contracts will be for a period of 20 years? 

Mr. McPuaatin. If the customer so desires; yes. 

Mr. Wise. It will be at the option of the customer. 

Mr. McPuatt. Yes, sir. 

Mr. Wise. Both preference and nonpreference customers. 

Mr. McPuar. That is right. 

Mr. Wiser. How is the figure of 20 arrived at in determining that? 

Mr. McPuat. It is a matter of judgment, considered to be 
reasonable period of years. 

Mr. Wisr. What is the longest given contract to a nonpreference 
customer in the past? 

Mr. McPuatt. I do not know what area you are speaking of. 

Mr. Wise. In the Missouri Basin. 

Mr. McPuatt. In the basin, I think that if my memory serves me 
right, it has been 10 years. 

Mr. Wiser. Could you tell us some of the considerations that caused 
you to raise that limit? 

Mr. McPuatt. Only that 20 years appears to be a reasonable period 
of time, even though under reclamation law we are permitted to go to 
a 40-year period. 

Mr. Wise. You think 20 years is more reasonable than 10 years? 

Mr. McPuatt. Yes, I think it probably is a little more reasonable. 

Mr. Wise. Now we come to the very core of the problem here, 
Mr. Chairman, in the next paragraph in the criteria, which is para- 
graph No. 2 on page 2, where it says 

The amount of power which the Bureau commits itself to deliver will remain as a 
commitment throughout the term of the contract and there will be no condition of 
sale which will permit the power thus committed to be withdrawn for service to 
other existing or potential customers. 

That does not represent a radical change? Do you agree with that? 

Mr. McPuatt. Insofar as dealings with nonpreference customers 
are concerned; yes. 

Mr. Wise. Will you tell us why that change was deemed advisable? 

Mr. McPuat. The change, Mr. Wise, was one which was decided 
as a matter of policy by the Department. 

Mr. Wise. Do you know why? 

Mr. McPuatt. I do not know just why. I think someone from the 
Department should explain that, and not the Bureau. 
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Mr. Wise. Do you know the effect that will have on the coop- 
eratives? 

Mr. McPuaiu. Well, [ have an idea, and I think it will have little 
fect. 

Mr. Wisr. Why is that? 

Mr. McPuaru. Because [ think that the amount of power which 
would be requested by cooperatives and other preference customers 
will probably be in excess of the amount of power we have to sell. 

Mr. Wise. Incidentally, those figures which we asked for this 
morning, Mr. Chairman, do you think it might be possible to have 
them for tomorrow’s hearing so that we could go into them? Would 
that be a reasonable request? 

Mr. Smrirngy. Mr. Chairman, if I may interrupt for a moment, I 
have already made that request of Mr. McPhail privately, and he has 
greed to do so, if he can get an accurate list of the documents required. 
That was the essence of your answer, was it not? 

Mr. McPuaru. That is right. 

Mr. Wisr. My reason for raising the question now is that it is just 
utterly impossible to fathom the reason for the promulgation of the 
policy, or rather the criteria, if you are correct in your statement, and 
if the power is all being used by preference customers, then why under 
the name of heaven is there any possible reason for coming up with a 
new policy which upsets so many people? 

Mr. McPuait. My answer is the same, that insofar as the Bureau 
of Reclamation is concerned, we operate under the policies which are 
given to us by the Department. 

Mr. Wise. Then you are saying insofar as the Bureau is con- 
cerned, this criteria is meaningless, because there would be no power 
that would be affected by it. 

Mr. McPuat. | do not say it is meaningless in setting up criteria 
for general power use, if the Department is to keep criteria under 
which the agencies of the Government may operate. There may be 
circumstances other places where this would have an effect. I think 
in the Missouri Basin, however, that the physical situation is such 
that it will have little if any effect. 

Mr. Aanpaut. Mr. Chairman, at the proper time I would like to 
answer that question, and to develop it quite fully from a point of 
view that I have in mind, and I do not intend to interpose at this 
time, unless you wish it. 

The CuatrMaAn. You will have every opportunity, Mr. Secretary. 

Mr. Wise. In the next paragraph, there is a statement that the 
contracts with nonpreference utilities will require that savings by 
reason of purchase of power be passed on to ultimate consumers, and 
that the contractor will make demonstration of such fact when so 
required by the Secretary. How will that work, Mr. McPhail? 

Mr. McPuaiu. We have had a number of contracts of that nature, 
over the past years. The demonstration has been made upon the 
request of the Secretary by the utility involved, and in many cases 
they have passed on the savings either in the way of a monthly or 
annual rebate to customers’ bills. That has been done by various 
means and made showings to the Secretary that that represents the 
savings which they have accomplished by the purchase of power from 
the Federal Government. 
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Mr. Wise. Are you saying that there is no change represented in 
that policy that I just read, and you are not going to change the 
form of the contract with nonpreference ¢ ustomers? 

Mr. McPuatt. I say there is no change to your first question with 
reference to the form of contract. We have no standard form of 
contract which is repeated word for word with various customers. 
The ideas are unchanged. 

Mr. Wisn. It will be identical with the new contracts? 

Mr. McPuai. Yes, sir. 

Mr. WISE. As it was before, and this does not represent a change 
of policy‘ 

Mr. McPuatn. No. 

Mr. Wise. I cannot understand the paragraph then if that is so. 
You say the use if the present resale rates will be eliminated, but 
contracts with nonpreference 

Mr. McPuatit. There are no resale rate articles in contracts with 
nonpreference customers, and they have been required in past con- 
tracts to pass on the savings. The resale rate control provisions have 
existed only in contracts with municipalities and REA’s. 

Mr. Wise. You claim to handle that the same as it has been 
handled in the past, so far as nonpreference customers are concerned? 

Mr. McPuai. That is right. 

Mr. Wise. And the next section provides that no provisions will 
be made in the contract which will result in automatic increases in 
the initial power commitments without a proper compensation for 
the increased power reserve. Does that represent a change in policy 
for nonpreference customers? I mean for preference customers, now. 

Mr. McPuam. I do not think that that does represent a particular 
change in policy. Under the contracts that have been made in recent 
years, the customer has had an option to increase the amount of power 
under his contract if the contracting officer declared that there was 
power available. 

Mr. Wiss. That was in every contract, was it? 

Mr. McPuatm. Essentially every one. 

Mr. Wiss. That will be taken out as a result of this criteria? 

Mr. McPuaiu. No, it will still be in. I cannot say whether it will 
be out or in, the idea will still be there, that the preference customer 
when a new or existing surplus amount of power is available, his 
preference rights will still stand, and he may make application for it, 
and if it is there, it can be done. 

Mr. Wisz. If you enter into 20-year contracts with nonpreference 
customers, there will be none there, that is obvious, is it not? 

Mr. McPuar. rae that depends upon whether there is any, 
initially, to make a contract with a nonpreference customer, and 
sec ondly, that when a new supply of power becomes available, because 
of the completion of a new unit, that again the preference customer 
will have an opportunity to make application for it. 

Mr. Wiss. If he pays the penalty? 

Mr. McPuain. I do not associate that with a penalty. The 
amount he applies for and contracts for will determine his penalty, 
but if he has an amount that he is using at any given time, which is 
not involved in the penalty, a new source of power comes in and he 
applies and contracts for more, whether or not his new contract is of 
sufficient magnitude to involve a penalty or not will depend upon the 
circumstances. 
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Mr. Wise. Has it not only been the policy, but also the practice 
in the past that a preference customer knew he could continue to 
increase his contract demand from time to time, progressively, and 
as he needed it, without paying any extra charge? 

Mr. McPuart. In previous contracts there was contained a mini- 
mum annual bill requirement which permitted the contractor to 
contract for more power than the new criteria, but we think in exces- 
sive amounts of power that meant the Government had power tied 
up that it could not dispose of as firm power elsewhere. 

Mr. Wise. Let me ask you about that. Wiull you cite me the 
examples of where you had firm power tied up as a result of that 
practice, which you could not dispose of elsewhere? I think you 
testified before that there were no such instances, Mr. McPhail. 

Mr. McPuatm. I do not think so. I think that there has been an 
ample market for the power we have had. 

Mr. Wiser. So that is completely out. 

Mr. McPuat. There has not been any difficulty from that stand- 
point up to this time. 

Mr. Wist. That is a red herring in the most literal sense, I take it? 

Mr. McPuam. I will make no comment on it. It has been a fact. 
We have not had excess power that would have caused us any diffi- 
culty up to this time, but now we are bringing in very sizable blocs 
of power, and we think that it should be contracted for on a firm basis 
and we do not think particularly as between preference customers, 
that one preference customer should be able to tie up power that would 
be useful and required by another preference customer. 

Mr. Wise. Mr. McPhail, I would like to ask you for your own per- 
sonal expert opinion. Do you really think that there is any danger 
that the Bureau would be faced with power which it could not dispose 
of when this additional power comes in as a result of the practice 
which has been followed in the past? 

Mr. McPuatt. I do not believe I get the intent of your question. 

Mr. Wise. You said there would be additional power that would 
come in. You said there was no problem to date, but with the addi- 
tional power it might become a problem, and I ask you for your own 
personal opinion and your expert opinion, do you really think there 
is any possibility of that being a problem in the future? 

Mr. McPuatn. Yes, I do. 

Mr. Wise. How? 

Mr. McPuat. Particularly as between preference customers, be- 
cause if one or more preference customers ties up greatly in excess 
of their present needs, then some other preference customer or group 
of preference customers are going to be short of their immediate needs 
as a result of it. 

Mr. Wise. Has that ever happened in the past? 

Mr. McPuatrt. It has not, but I certainly anticipate it will in this 
occasion. 

Mr. Wise. And you have suffered no harm from that? 

Mr. McPuart. The Bureau as such would not suffer harm, 

Mr. Wise. You would be able to dispose of that power on a with- 
drawable basis? 

Mr. McPuatt. We do not think it is equitable to all preference 
customers involved if it should be disposed of in a manner so that 
one had an amount of power tied up that could well be used by another 
one who wanted it. 
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Mr. Wise. So this penalty which is going to cost according to the 
figures which we will submit, hundreds of thousands of dollars running 
into millions of dollars, is necessary to protect one preference customer 
against another preference customer? 

Mr. McPuatt. Primarily so. 

Mr. Wise. And not tying up your power. 

Mr. McPuatt. Primarily so. 

Mr. Wise. Going down in the criteria to page 3, under 7 (a), there 
is a provision that the existing contracts of all customers to the extent 
requested by the customer will be amended to extend the term thereof 
in accordance with item 1 of these marketing criteria, that is a maxi- 
mum of 20 years from t wi present time and to eliminate, if included 
therein the option of the United States to withdraw power for service 
to other customers and to eliminate all control except a requirement 
that nonpreference utilities pass savings on to ultimate consumer. 

Does that mean that all private companies which have contracts now 
on a withdrawable basis, that those contracts automatically at the 
request of the customer will be made 20-year firm contracts? 

Mr. McPuamn. Yes, sir. 

Mr. Wise. How much power did you testify this morning is tied 
up under such contracts with the private companies? 

Mr. Aanpanu. May I say for the record, Mr. Chairman, that at 
an appropriate time I would like to comment on the question and 
answer that has just been made? 

The CHarrMaNn. Surely, and an opportunity will be given you to 
make any kind of a statement you want, Mr. Secretary, and I want to 
make that clear here. You can make a note of anything you want 
to discuss at any time. 

Mr. AANDAHL. I want the record to show at this time that I want 
to comment on this particular thing, and then it will take its course. 

The Cuarrman. We want the record to show every opportunity 
will be given you to comment on anything that vou care to comment 
on. 

Mr. McPuatu. I testified this morning that with the private utility 
group in the eastern division, we have approximately 26,000 kilowatts 
now contracted, and the western group, 35,000. 

Mr. Wisz. That is firm power. 

Mr. McPuat. Yes, sir. 

Mr. Wiss. That makes a total of 61,000 kilowatts. 

Mr. McPuatn. Yes, sir. 

Mr. Wisz. Now, accepting your premise, which we certainly do 
not, that the preference customers will apply for all of this power, 
there still will be 61,000 kilowatts under this rule which will be taken 
away from them; is that right? 

Mr. McPuarz. Which they have never had, particularly in the 
westera division; that has been used by the utilities for many years. 

Mr. Wisn. But they always have had the right to get it, under 
the operational withdrawal provision. 

Mr. McPuarm. Yes, and they have been in a position to get it 
since 1946. 

Mr. Wisr. So under the most favorable interpretation preference 
will disappear for 61,000 kilowatts of firm power. 

Mr. McPuat. That again I think gets close to a legal interpreta- 
tion of what the preference is. 
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Mr. Wise. It seems to me you do not have to be much of a lawyer. 
Almost any layman would have to agree that that is a withdrawal of 
the preference right. If you have it, it is taken away from them. 
Mr. Davis may want to reply to that later on. 

[ guess that you are not the person, but Mr. Secretary or Mr. Davis 
is, and we will get to that tomorrow, to ask for the legal justification 
for this, from the standpoint of the provision, the preference provision 
in the act. 

How about secondary power, and how much is under contract to 
the companies at the present time? 

Mr. McPuart. I would like to supply that for the record, but I 
believe it is somewhere in the neighborhood of 30,000 kilowatts but 
| would like to check that. That is talking about the nonpreference 
customers only. 

Mr. Wisr. Nonpreference customers only? 

Mr. McPuatn. Yes, sir. 

Mr. Wise. I have been told it is 146,000 kilowatts out of the Billings 
office alone, and do you think that that is in error? 

Mr. McPuatin. Well, I want to check that, because I do not recall 
the figures. 

(Information referred to follows:) 


Amount of secondary power under contract to privately owned utilities as of 
December 1953 


y Contract 
Number of = an rate 
of delivery 


customers kilowatts 


Western division, Missouri River Basin 4) 13, 250 
Eastern division, Missouri River Basin 3 | 101, 000 
Total = pigh «i teendabinephiials é ‘ 7} 114, 250 


Although some dump energy is sold, no contract rates of delivery are stated in 
the contracts. 

Mr. Wisz. Now, does this famous section 7 (a) of the criteria apply 
to that secondary power, too? 

Mr. McPuatin. When you refer to 7 (a), what is that? 

Mr. Wise. That is the one that says if there is an existing con- 
tract, even though it has a withdrawal provision under it, it will be 
renegotiated to a 20-year contract minus the withdrawal provision. 

Mr. McPuatt. I think that that is permissible under the criteria, 
and I do not say that that would be done. I think it will be a matter 
of judgment depending upon the situation after determination has 
been made of the market available for power. 

Mr. Aanpanut. Mr. Chairman, I have a feeling that we are going 
far enough in the wrong direction in this trend of thought so that it 
would be advisable if I would interpose here, if I may. 

The CuatrMan. Mr. Secretary, go right ahead and make any 
statement you want to make on all of these different matters. 

Mr. AANDAHL. I think it would be a mistake to let the record be 
developed here, and then somewhere deep in the record we get an 
answer to a thing that is brought out here. 
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The question was asked, will all existing contracts be extended for 
a 20-year period, and the answer was “yes”. I do uot think that 
that is a correct interpretation of what we have in the criteria, and 
it is certainly not the thinking that I have in mind. 

For the benefit of the REA people who are here, I would like to 
say that for the present and for some time in the future, every con- 
tract that involves the sale of power will pass over my desk and have 
my approval before it is completed. I am making it my business 
to be very, very close to everything that is done under this criteria. 

Now, let us go to the criteria and go to item No.7. The available 
power will be disposed of in the following priority considerations: 

“(a) Present power commitments,’ and then we go down to the 
paragraph below, in which we have an explanation of what will be 
done under item (a). That is m dealing with the present power 
commitments. And the explanatory statement under (a) is this: 

“The existing contracts of all customers to the extent requested by 
the customer” and that expression ‘‘to the extent requested by the 
customer’ was put in there to assure customers who have contracts 
at the present time that those contracts would stand unless the cus- 
tomer wanted them changed, and for that purpose alone—‘“‘will be 
amended to extend the term thereof in accordance with item 1 of the 
existing marketing criteria.” 

For example, a maximum of 20 years from the present time. 

Now, that does not mean that every contract is going to be extended 
for 20 years, and that is tremendously important. We will consider 
a renegotiation of those contracts at the request of the contractor, and 
when we consider a renegotiation of a contract, we place upon it the 
criteria, that the term of the renegotiated contract will be a maximum 
of 20 years. But if we should feel that under a present contract 
the power is not essential to meet the requirements of the people of 
a local community, but is rather being sold to mix in with the more 
abundant supply of a large utility, there is no reason at all w hy such a 
contract should be extended for a 20-year period. We would probably 
extend such a contract for 3 years, or for 20 years, or probably leave 
it just as it is without any extension at all. We have every intention 
of preserving the rights and the privileges of the preference customers 
to a reasonable degree under this item of the criteria. 

I will say that there is a sound and substantial reason for having 
such a provision in our criteria. We have a few cases, and I am think- 
ing particularly now of the Mountain States Power Co., out in 
Wyoming, which supplies power for the people in the Casper area, and 
which I believe is using something like 20,000 or 22,000 kilowatts at 
the present time, and they have only about 3,000 generating capacity 
of their own, and they have been a customer of the Bureau of Reclama- 
tion for 15 or 20 years, and during that period the people of the local 
community have become dependent on Bureau of Reclamation power. 
That is rural and domestic customers have become dependent upon 
Bureau of Reclamation power, and I think that contract should be 
extended for a 20-year period. But there is nothing in the criteria 
that requires us or suggests that we are going to extend those contracts 
for 20 years for every nonpreference customer. 

I want to emphasize that fact and call your attention to the specific 
provisions here. 

Mr. Wisr. Now, Mr. Secretary, on the lines of your comment re 
the Montana Utilities Co., on page 1 of the criteria, you say that you 
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will not, I believe it says the Federal Government does not assume a 
utility responsibility, and you are just testifying to this utility respon- 
sibility which you have assumed with respect to a private company, 
which you say you will not assume in respect to preference customers. 

Mr. AanpaAuu. The utility responsibility that we refer to in the 
other part of the criteria is the responsibility to supply additional 
power after the hydroelectric capacity of our plants has been ex- 
hausted, and when we reach that point, we do not propose to buy 
steam power to meet the additional requirements of the customers. 
But insofar as we have hydroelectric power to sell, we want to sell it in 
such a way that it will be of maximum benefit to the rural and domestic 
consumers of the various areas that are involved. 

Mr. Wise. You would not buy steam to firm it up to assume that 
utility responsibility, but you would refuse to recognize the provisions 
of the Preference Act to give it to the preference customers under the 
withdrawal provision, in order to exercise that utility responsibility 
toward that company? 

Mr. AanpDAunL. The requirements of the Preference Act do not imply 
a withdrawable clause. 

Mr. Wise. You are sure of that? 

Mr. AANDAHL. I am sure of that as far as the Missouri Basin is 
concerned. 

Mr. Wise. Can you cite any authority for that, sir? 

Mr. AANDARBL. I can cite the laws, which do not have it in them, 
and the Bonneville Act which specifically has it there. 

Mr. Wise. We will be getting into a legal discussion with you, but 
were those acts passed around generally the same time? 

Mr. AanpAuL. They were passed in such sequence that there should 
be little question about the intent of Congress. For example, we 
have the Reclamation Act of 1906, which says that the power shall be 
sold, giving preference to municipal purposes, and that is all that was 
thought of in that time, in 1906. 

We have the Boulder Canyon Act of 1928 that gives special pref- 
erence to the States of California and Arizona, and Nevada, I believe, 
but then falls back on the Reclamation Act of 1906 for the application 
of that preference clause to any remaining power. 

Then we have, and it is quite interesting, we have the Bonneville 
Act of 1937, that sets up the specific stipulation for a withdrawable 
clause. Then we come down to the Flood Control Act of 1944, and 
the only reference to preference in that act is this sentence: 

Preference in the sale of such power and energy shall be given to public bodies 
and cooperatives. 

It picks up exactly the same spirit that we have in the original 
Reclamation Act and ignores the withdrawable references that were 
made to it in the Bonneville Act 7 years earlier. It would indicate 
to me that the thinking of Congress and the legislation itself is 
definitely in accord with the power policy and the criteria that we 
have established. 

I have given very careful attention to the legal factors involved 
here, and consulted with attorneys on it, and I am confident that 
our power policy and our marketing criteria is fully in accord with 
statutes. 

Mr. Wiser. Regardless of the effect, as we have brought out here, 
this would have upon the cooperatives? 
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Mr. Aanpanu. The effect you have assumed on the cooperatives 
does not actually exist. 

Mr. Wise. | have asked you over and over again to put in any 
figures into the record which will show that is not so, and we will 
certainly attempt to put the figures into the record. 

Mr. AanpanL. I am quite interested to have your figures that 
indicate that it does not, or that the position that you have taken is 
substantiated. 

Mr. Smirney. In your consideration, Mr. Secretary, of the legal 
background of this problem, and the interpretations which the 
Congress may have intended in their various acts, have you given 
any weight whatsoever to the policies which have been initiated as 
a result of the Flood Control Act of 1944, and whether or not the 
Congress since that time has acquiesced in the implementation of 
those acts in the manner in which they were implemented? 

Mr. Aanpaut. I think that we will all recognize that under any 
statute or set of statutes there is considerable leew ay for administra- 
tive discretion. When you have one political party in power, you 
will expect a leaning to one side; and when you have another political 
party in power, you will expect a leaning to the other side, and both 
of those can be done without direct violation of the provisions of the 
statute itself. 

In my thinking there is just as much reason to question the legality 
of the previous policy as there is reason to question the legality of the 
present policy. I think that they probably both come within the 
broad leeway that prevails under the statutes themselves. 

Mr. SmirHey. Do you have any knowledge of any question being 
made on the part of Congress in the interpretation of the previous 
policy? 

Mr. Aanpant. No, I do not. I do not anticipate any serious ques- 
tion of the present policy as far as legality is concerned. 

Mr. Smiruey. Excuse the interruption. 

Mr. AANDAHL. Any question will be on the merits of what is the 
advisable procedure to follow, and not on a question of legality. 

Senator Krucore. Mr. Secretary, on that line, I am wondering 
under this renewal of these contracts for these periods, with reference 
to nonpreference customers, whether it might not get into the same 
trial and tribulation that we have been having in the transportation 
field and other fields on the grandfather clause? On the grandfather 
phase of it: Here is a nonpreference utility company that has a con- 
tract for 20 years, we will assume, and they get it renewed. In the 
meantime, in their territory there is a city that has complaints, and 
they contend they are legitimate as to service, and also as to charges, 
They decide it would be better for them to put in their own power dis- 
tribution and build a transmission line to Government lines. 

Now, would the renewal of that contract knock them out? They 
would be in a preferential class had they been in there in time, and 
are they not still a preferential class? What can be done about that 
if the utility company decides to buy all of the power there, and they 
cannot get power? 

Mr. Aanpani, There are several things that should be said in 
answer to your question as it applies to the power policy. 

In the first place, in the Missouri Basin, as I see it, there will only 
be a very limited number of 20-year contracts with nonpreference 
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ustomers, and the best example of the conditions under which I 
hink such a contract should be granted is the case of the Mountain 


States Power Co. in Wyoming. So there are not going to be many 
of those contracts to consider. 


The second part of the answer raises this question: Does the 
preference clause mean an ultimate exclusion of all customers except 
preference customers? I do not think that that is correct. I think 
the law basically thinks of contracting with a variety of customers, 
civing preference to the groups that are so designated in the original 
sale of the power, and that any remaining power is available to other 
rroups that use it for the benefit of the rural and domestic consumers 
n the area. 

Now, then, as a matter of policy I think that it is advisable and 
particularly so in the case of the REA’s, to recognize the growing 
needs of those customers. It is to keep a reasonable amount of power 
available for them and for their growing needs. Insofar as we feel 
that that is necessary, it will be done by just refusing to enter into 
20-year contracts with nonpreference customers. We can deal with 
them, with the nonpreference customer on a 3-year or a 5-year basis 
under the criteria, and that is the way that we will handle it. 

Senator Kitcore. That is the point I am getting at. 

Mr. AANDAHL. We will have power in reserve for preference cus- 
tomers, if we have any power to hold in reserve for them, and we will 
accomplish that by a short-term contract with nonpreference 
customers, 

To illustrate that the thing that I am saying is not just wild think- 
ing, almost simultaneously with the release of marketing criteria for 
the Missouri Basin, Mr. McPhail contacted the Montana Power Co., 
and asked that the emergency interim wartime contract that we had 
with that company for Fort Peck power be extended to include 
Canyon Ferry power, which is a new project that is just coming in 
this year, and under that emergency contract, we have a contract 
that is cancelable by either party on 60 days notice. 

Senator Kincorr. The point I was bringing up was one little 
word “if.” Of course, if this situation would arise, and XYZ power 
company had a contract for so much power and they had a city 
taken off their ees they would not have the demand for that on their 
lines, but it might pay them if they did have the abuses of which the 
citizens complain, to just go ahead and buy the power and you might 
not have excess power. It depends upon whether you are going to 
have excess power to take care of the future. What I am getting at is 
the interpretation of the criteria. Does the criteria mean that you 
can only take care of a preference customer if the power is available? 
That is taking into consideration all of your contracts, particularly 
if you had these long-time contracts. 

Mr. AANDAHL, My answer is that long-time contracts will be 
entered into only where there is a specific justification for it and that 
any power that should be reserved for preference customers and that 
ordinarily would have been reserved with a withdrawable clause will 
be reserved by the implement of short-term contracts. But we do 
recognize circumstances under which long-term contracts should be 
entered with nonpreference customers. 

Senator Kincore. Under your interpretation of criteria, if some- 
body were shortsighted enough to enter into a long-term contract, 
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there would be no way to take care of it. What I am getting at is the 
interpretation of the criteria, not the criticism. It all rests on human 
judgment. 

Mr. AANDAHL. You realize that the criteria is a guide to the em- 
ployees in the Department of the Interior and we are watching it 
very carefully. As I say, all contracts will come to me for considera- 
tion before they are completed. It is going to be handled very 
carefully. 

Mr. Wise. What will you do with respect to this $61,000? How 
much of that is Montana Utility Co. and how much is other companies? 

Mr. Aanpauu. We will have to wait until we get the breakdown 
on that. I cannot give you the exact figure. I do not know if Mr. 
McPhail is ready to give them at this moment or not. But we are 
assembling that information and it will be available reasonably soon. 

Mr. Wiss. Do I understand you to say that despite what the 
criteria are, you would so interpret them that you would decide each 
case upon your own judgment as to how long the contract should be 
for with a nonpreference customer? 

Mr. Aanpant. I say that the criteria provide for the things we 
should do. 

Mr. Wisr. This says a maximum of 20 years. 

Mr. AANDAHL. Yes; it says a maximum, but it does not say that 
all contracts will be 20-year contracts. 

Mr. Wise. It gives no indication that there would be anything 
other than 20 year. 

Mr. AANDARL. Oh, just a moment. Do you understand maximum 
to mean that everything is going to be up to the maximum? 

Mr. Wise. If requested by the customer. 

Mr. Aanpauu. No. If a change in the contract is requested by the 
customer, then we will consider the proposition of extending it up to a 
maximum of 20 years. 

Mr. Wise. Regardless of the effect on the preference customers? 

Mr. AAnpAHL. No. The effect upon preference customers will be 
one of the items of consideration when we make that determination, 
as well as the relationship of the nonpreference customer in the 
community. 

Mr. Wise. If you are going to do that, Mr. Secretary, why do you 
remove the withdrawal provision? If you are going to protect- 

Mr. AanpAnw. Because I feel that there are some nonpreference 
customers that are entitled to a 20-year contract without the with- 
drawable clause, and I called your attention to one such customer. 
We may run into conditions in the sale of secondary power where that 
circumstance would be justified. We may run into it in peaking 
capacity. But those are matters that will have to be analyzed as 
each circumstance is brought to our attention. 

Mr. Wisk. Let us take the Northwest Public Service Co. You 
have a contract with them, do you not? 

Mr. McPuatrt. Yes. 

Mr. Wise. What is the amount of the power covered by that 
contract? 

Mr. McPuatt. Fifteen thousand kilowatts, as I understand it. 

Mr. Wise. What will you do with that contract, Mr. Secretary? 

Mr. AanpaAut. I have no comment to make on that at the present 
time because I am not familiar with the details of the local cireum- 
stances. 
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Mr. Wisr. There is no way the cooperatives can tell what the 
criteria mean until you get around to deciding some of these problems 
and it will be too late for them to do anything about it. 

Mr. AANDAHL. You would not expect that in a marketing criteria 
of this kind every detail would be spelled out in its last analysis. We 
vould have volumes here if we were going to do that. The criteria 
are so worded that there is working latitude to do the things that need 
to be done. 

Mr. Wise. I would certainly expect that you would list the criteria 
by which you would determine the terms of the contract, which is very 
fundamental. 

The CHarrMan. Senator Watkins has just come in. Ask any ques- 
tions you want to, Senator. 

Senator Warkins. Thank you. I will listen. 

Mr. Wise. It is a very fundamental consideration in determining 
whether or not a contract will be entered into. 

Mr. AanpAHL. We have told representatives of the cooperatives 
who have called in my office, and I have also told them at the power 
conference that was held in the Department of Agriculture Building 
some few weeks ago, that I would be very glad when the applications 
come in to sit around the table with a committee representing the 
REA’s and let them have a full view of what we plan to do before any 
contracts are signed and completed. We intend to work in close 
cooperation with the REA’s. 

Mr. Wise. Are you saying that on some of the contracts with non- 
preference customers you will not extend the time of them at all? 

Mr. AANDAHL. Each individual contract will have to have separate 
consideration. 

Mr. Wise. And the cooperatives and the preference customers will 
not know where they stand until after you give it such consideration? 

Mr. AanpAHL. For the moment the preference customers in the 
eastern division have been advised that a block of 210,000 kilowatts 
is subject to contract and that we will receive applications for it. 
They have that information right now, and they should formulate 
their applications in view of what is being offered for sale. 

Mr. Wise. Suppose their requirements are considerably more than 
that. How much of the 26,000 are they going to get a crack at? 

Mr. AANDAHL. I suppose it would be well to wait until after Jan- 
uary 1 when these applications are in and we see what the problemis. 

Mr. Wise. Will you tell us the significance of that January 1 date? 
If the facts are as outlined by you, Mr. Secretary, and by Mr. McPhail, 
why the rush? 

Mr. AANDAHL. There is no rush. We are asking that the applica- 
tions be in by January 1. I presume that it is going to take several 
weeks before those applications are totaled and sent in to us at the 
Washington office so we know the problem that we have to deal with. 
After that has been done, we in the Washington office will determine 
the basis on which those contracts will be negotiated, and then we 
will advise the field staff to proceed in the process of contract negotia- 
tion. It is going to be several months before any contract is signed. 
This is not a rush matter; it is just a matter of expeditiously moving 
forward in contracting for power that is going to be generated and 
available for sale in the near future. 
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Mr. Wiser. How much time did you give these cooperatives to make 
their studies, to get their applications in to you? 

Mr. AAnpAnL. I presume that the cooperatives have been study- 
ing their load requirements and their needs ever since their original 
organization, and this criteria was released in the middle of Septem- 
ber. They now have until the lst of January for the first round of 
applications. 


Mr. Wisr. How much time is that? Is it not specifically about 90 
days? 

Mr. AANDAHL Octobe r, November, and December. 

Mr. Wise. Do you think that is a reasonable time in which to ask 


an organization as small as a rural electric cooperative to make the 
very detailed and ener a studies which are required in order 
to figure out what their requirements may be even as much as 20 years 
from now? 

Mir. AANDAHL. They do not need to make their estimates for 20 
vears. There is no requirement that they make their estimates for 
20 years. The only thing that we are asking is that they make appli- 
cation for the amount of power that they would like to take out of 
this block that will be available in 1954, 1955, and 1956. We know 
that in subsequent years there will be additional blocks of power com- 
ing in for which application can be made at a later date and contracts 

1 be amended to take care of those additional requirements when 
the later power is available. 

Mr. Wise. I understood from Mr. McPhail’s testimony this morn- 
ing that the only additional power is coming in in 1962 or 1963, I 
believe he said, and what happens between 1956 and 1963? Was I 
wrong in that figure? 

Mr. AANDAHL. 1960 is the date that we expect Oahe to come in. 
I would not want to be too optimistic about its coming in at that 
time because a long construction period is involved, and we know = 
are many delays which develop in completing a project of that kind. 

Mr. Wise. The rate, which we will get to a little later in the 
criteria, imposes a penalty under your estimate if you contract for 
more than your requirements 2 years in advance. What is to happen 
to these cooperatives between 1956 and 1960 or 1961 when Oahe 
comes in? 

Mr. AanpAuL. There are several things that should be said in 
answer to that. In the first place, it is incorrect to think of the 
minimum charge as a penalty. The minimum charge is a provision 
in the contract that says that a customer cannot contract for more 
than 20 percent in excess of what he will actually use, and that pro- 
vision in a period of limited power is a protection to other preference 
customers who may want to contract for that power and be using it 
during the interim period. It is also a protection to the Government 
in the revenue that it is going to receive. So it is not a penalty. 
Instead, it is just a declaration on the part of the Government which 
says, ‘‘We won’t let vou contract for power that you are not going to 
use without paying for it. 

Mr. Wise. Did you hear Mr. McPhail testify? 

Mr. AANDAHL. Yes. 

Mr. Wise. Has it created any problem for other preference 
customers? 
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Mr. Aanpauu. I heard the statement. J am giving you the sig- 
nificance of this minimum charge provision as | see it and under- 
stand it. 

Mr. Wise. The only trouble with that is that it is a significance not 
vased on fact. The facts are that there never have been any such 
problems. 

Mr. AANDAHL. Just a moment. Mr. McPhail said there was not a 
problem as far as Government revenue is concerned in the past, but 
he said he expected that it would be a problem with respect to 
preference customers. 

Mr. Wis. But he said there never had been in the past. 

Mr. AAnDAHL. Yes, but he expected it in the future under the 
( ircumstances we foresee. 

Mr. Wisx. He also said for both the past and the future it would 
have no effect on Government revenue. You just said it was neces- 
sary to protect the Government revenue. 

Mr. AANDAHL. I feel that it is important in protecting the Govern- 
ment revenue. 

Mr. Wis. Despite past history and any estimates which we have? 

Mr. AanpaHut. We have expressed differing opinions on that 
particular score, and I am of the opinion that it is important in 
protecting the Government revenue. 

Mr. Wisn. You have no facts or history to base that on? 

Mr. AanpDAnL. I have no specific statistical information that I can 
submit at this time. 

Mr. Wis. Will section 7 (a) apply to secondary power? 

Mr. AANnDAHL. Yes, it will. The criteria specifically states that 
section 7 applies to firm power, secondary power, and peaking capacity. 

Mr. Wisz. What are your plans? If the 20-year term maximum 
is used with respect to secondary power, will you enter into contracts 
with power companies for 20 years for secondary power? 

Mr. Aanpaut. It will be subject to the same analysis that I have 
indicated will be made in the extension or renegotiation of existing 
contracts as proposed under item No. 8. 

Mr. Wisx. Assume this situation, Mr. Secretary, which I think is 
the existing one: that virtually none of the cooperatives have generating 
plants, only a very few. So therefore they have no use for secondary 
power at the present time. That being the fact, for all that will not 
be taken by those preference customers who have generating plants 
will you enter into 20-year contracts for the remainder of the 
secondary power? 

Mr. AANDAHL. We would like some information from the prefer- 
ence customers indicating what their future plans might be, and if 
there is an indication that they are going to need some secondary 
power, we can very nicely hi andle the immediate disposal on the basis 
of a short-term contract with the nonpreference customer. 

Mr. Wise. There will not be any indication now because obviously 
they do not have the plans at this time. 

Mr. AANDAHL. We will review that problem with them before we 
enter into long-term contracts with nonpreference customers. 

Mr. Wise. If they come up with no present plans, is not what 
you are doing virtually making it impossible for them ever to build 
their own generating plants hereafter and having the advantage of 
Government secondary power? 
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Mr. AANDAHL. We will give ample consideration to what the future 
may have in store. 

Mr. Wiss. You have no facts other than those. There can be no 
other facts, assuming they have no plans at this time. 

Mr. AANpAnL. There will be an opportunity for them to present 
anything that they might have in mind with respect to future develop- 
ment, even though it may not be a specific plan mass-formulated at 
the moment. 

Mr. Wiss. Suppose they merely ask for protection against the 
future and say they have no plans now but they may have in the 
future. 

Mr. AanpaAuBL. If we feel that the request is justified by cireum- 
stances, we can enter into a short-term contract which will have 
exactly the same significance with respect to that power as a long- 
term contract with a withdrawable clause in it. 

Mr. Wisx. But that will be purely within the grace of your deter- 
mination as to what you decide to do. There will be no right to 
that under the criteria that is entirely left up to you, is that right? 

Mr. Aanpaut. As I have said before, we feel that there are circum- 
stances under which preference customers should have long-term con- 
tracts, and when those circumstances exist and the needs of the prefer- 
ence customers have been taken care of, then we feel that we should 
enter into a long-term contract with nonpreference customers. 

Mr. Wiser. You say the only situation in which a long-term contract 
would be justified would be one similar to the Montana Utilities Co.? 
Mr. AANDAHL. I would not want to be as limiting as that in a state- 
ment until I had had an opportunity to review the conditions that 

may be associated with other proposals. 

Mr. Wisz. Would you or Mr. McPhail explain the middle para- 
graph under section 7, commencing, ‘‘For the purposes of this sec- 
tion —.” 

Mr. AANDAHL. Which do you mean there, item (b)? 

Mr. Wiss. No, the paragraph after that. 

Mr. AANDAHL (reading): 

For the purposes of this section, modifications of the present wheeling contracts 
to cover new points of delivery on the wheeling contractor’s power system— 

I believe I will ask Mr. McPhail to explain that. He is more familiar 
with what is involved there in those wheeling contracts. 

Mr. McPuam. The idea of that, Mr. Wise, was to enter into, if 
possible, wheeling contracts with agencies having transmission facili- 
ties that were within the marketing area described by the criteria. 
We have entered into negotiations with several private utilities in an 
attempt to do that, those utilities in particular being the Northern 
States Power Co., the Iowa Public Service Co., the Otter Tail Power 
Co., and the Northwestern Power & Light, I believe it is. 

Mr. Wise. I had in mind particularly the Northern States Power 
Co. in Minnesota, where I do not believe you have a wheeling contract 
for Minnesota. 

Mr. McPuain. We do not, and we are in negotiations to secure one. 

Mr. Wise. Under this term, that would give them a preference 
because they are tied in with the Otter Tail Power Co., with whom 
you have a wheeling contract. Under that language, as I read it, 
that would give the preference and that would be considered as an 
existing wheeling arrangement because it can be reached through the 
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Otter Tail arrangement. It shoves the preference customers one 
step further down. 

Mr. McPuatm. I do not follow that. 

Mr. AANpDAHL. No. 

Mr. McPuarut. These wheeling contracts are primarily for the 
benefit of the preference customers. When the Bureau does not have 
transmission lines of its own, it can only get power to the preference 
customers when a wheeling arrangement is effected so power can 
actually be delivered. 

Mr. Wise. Yes, but when you get down to (c) you say: 

Any power remaining after fulfilling the requirements under items (a) and (b) 
above will be available for disposal over transmission facilities to be constructed 
by the Bureau or by new wheeling arrangements to the first preference type * * * 
It will be the objective to dispose of power available in this category so that the 
use of power will be within an area considered to be within a reasonable transmis- 
sion distance from the point of generation. 

As I read that, that would give Northern States, assuming they 
are tied in with Otter Tail, a preference. They would be considered 
within a reasonable transmission distance. 

Mr. AanpAHL. May I interpose a statement there? The wheeling 
contracts that we are talking about here are practically exclusively 
for the purpose of bringing power to preference customers, and they 
are only an aid to that purpose. 

Mr. Wise. Except Northern States could serve any other customer 
it had. 

Mr. AANDAHL. Just a moment. This wheeling contract would not 
be a sale of power to Northern States or to Otter Tail. It is a wheeling 
contract under which those utilities will wheel the power that the 
Bureau of Reclamation has sold to preference customers in the area, 
and it does not give the wheeling contractor any prerogative over the 
power that it is wheeling. 

Mr. Wiser. Does it extend the area of reasonable transmission? 

Mr. McPuam. All of the present contracts we are negotiating will 
keep the market area within the confines of that area described at the 
top of page 4. 

Mr. Wise. Going to paragraph 9 you say, “Dump energy sales 
will be made with a view to obtaining the maximum revenue.” Does 
that mean regardless of the preference provision? You will give no 
consideration to preference with respect to dump energy? 

Mr. AANDAHL. The dump energy will be declared available in 
blocks. When there is dump energy under the criteria, the first block 
will be offered for sale at from 3%» to 3% mills. We will receive offers 
to purchase under that block that is offered, and if a preference 
customer and a nonpreference customer offers to buy it at the same 
price, of course it will be sold to the preference customer. If the 
preference customer does not want it at that price and a nonpreference 
customer wants it, we will sell to the nonpreference customer. 

Mr. Wisz. Do you think you can do that with firm power, too? 
Do you think you can ignore the language of Congress and sell to the 
highest price? 

Mr. AANDAHL. We are not offering firm power at competitive rates. 
We are setting up a specific rate at which all firm power will be sold, 
and we are selling that to preference customers insofar as they can 
contract for it. 
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Mr. Wise. Do you think you could do that? 

Mr. Aanpauu. I have not given any thought to that, and it is 
not within the purview of our thinking. 

Mr. Wise. You do agree that if you dump power, you are ignoring 
preference unless it is within the rate? 

Mr. AANDAHL. No, we are not ignoring preference. 

Mr. Wisr. Mr. McPhail, you sent a letter which was put in the 
record, or you said you would put in the record, to the Federal Power 
Commission, dated September 24, 1953, in which this statement 
appears. It is signed by you as Acting Commissioner. In this 
letter you were submitting the revised rate for the Fort Peck project. 
You say: 


The principal purpose of the change in rate schedules is to protect the interest 
of the United States in those cases where customers tend to contract for their 
needs for the remote future. No change has been made in the basic rates, although 
the demand charge has been designated as capacity charge. The major change is 
in the substitution of a minimum annual capacity charge for the minimum monthly 
bill 

Customers which contract only for an average 2-year load and which have 
normal seasonal swings in their loads will pay no more under the proposed rates 
than under the existing rates. It is thus anticipated that there will be little 
change in revenue under the proposed rate as compared with the present rate, 
although slight increases may occur. No decreases are possible. 

The attached study will indicate the financial status of the project * * *. 
We anticipate that complete amortization of the investment in power facilities 
will be accomplished by 1980, with interest at 3 percent on the portion allocated 
to commercial power. 
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Do you stick by that statement now? 

Mr. McPuart. Yes, sir. 

Mr. Wiser. There will be no overall increase in revenues to the 
Government as a result of the change in policy? 

Mr. McPuart. I do not think there will be. 

Mr. Wise. Therefore, the project would have paid out under the 
old rate? 

Mr. McPuaiu. Yes, it would have paid out under the old rate, 
certainly, unless there had been considerable expansion of contracts 
where preference customers had tied up more power than they would 
have been able to use within a reasonable time. 

Mr. Wise. And that has not happened in the past? 

Mr. McPuatt. It has not happened as yet. 

Mr. Wise. In the report which is attached to it, you say: 

Under the present marketing plan there is no need for customers to contract 
for their future load growth. In fact, the record indicates that preference cus- 
tomers in particular have not contracted for their full requirements under the 
assumption that for some time to come there will be sufficient available power to 
care for their needs through the withdrawal billing provision generally included 
in most nonpre ference customer contracts. 

In other words, you are repeating that there has been no problem 
with this im the past? 

Mr. McPuain. That is right. 

Mr. Wise. You say: 

Under the proposed marketing plan it is anticipated that both preference and 


nonpreference customers will desire to contract for more power than has heretofore 
been the case 


What is the basis for that assumption? 


j 
f 
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Mr. McPuatit. Because with the demonstrated need, as I foresee, 
of more power being available than can come from the Federal 
system in order to supply the needs of the preference customers, there 
vill be an increased desire to contract for considerably more than 
present uses rather than less as has been the case in several contracts 
m the Fort Peck project. 

Mr. Wise. If the cooperatives do not want to pay a penalty and 
can only provide for 2 years in advance load growth, with power 
coming in in — and then no more until 1960, is there any way the 
cooperatives can provide for their requirements and take care of them 
during that te riod until 1960? 

Mr. McPuain. There are probably 2 or 3 ways. They can either 
contract for enough to take care of that, assuming again that it is 
uilable to give to them and pay some penalty for a matter of 2 0 
vears, or they can put in their own steam plant. Perhaps they can 
arrange with others who have generating capacity to buy what they 

may need. 

The CHarrMan. I did not hear that second one. Did you say 
they could put in their own steam plant? 

Mr. Me Puarut. That is correct: ves, sir. 

The CHarrMAN. Do you know any co-op that has money enough 
to put up their own steam plant around here? 

Mr. McPuatrn. I do not know. 

The CHArrMAN. I never heard of one giving consideration to 
putting up their own steam plant. 

Mr. McPuatn. We have one group of cooperatives in North Dakota, 
Senator, that did put in their own steam plant. 

The CHarrMan. That is where several got together and got the 
money and put up their plant. 

Mr. McPuait. They might put another unit in that same plant. 

The CHarrMAN. Pardon me for interrupting. Go ahead. 

Mr. Wisr. Do you see as one result of this poliey the possibility 
that the cooperatives might have to attempt to get loans from REA 
to build steam plants? 

Mr. McPuait. I do not think that that would be a direct result of 
this policy. That will come about by plain matching of their require- 
ments against supply. It may be the result of rapid load growth on 
their own part; it may be because the Government has disposed of all 
the power it has available. 

Mr. Wiser. That is a reason, obviously, because the Government 
had — d of it and tied it up in contracts with private companies. 

Mr. McPuatt. I do not think private companies are mentioned, 
because in my opinion it is not going to be a problem of contracting 
with private companies, but a problem of distribution among the 
preference customers. 

Mr. Wise. You said you did not know how much had been applied 
for by the preference customers. 

Mr. McPuat. I have no results at all of applications so far. 

Mr. Wise. You have no estimate. I believe you testified you esti- 
mated that none of the firm power would be taken by the private 
companies, is that right? 

Mr. McPuaiv. That is my guess, except for the extension of con- 
tracts where they have been taking power for several years. 
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Mr. Wise. Mr. McPhail, at noontime I was given a proposed con- 
tract which one of the cooperatives had received. It is one of the 
contracts that is being prepared in the field that have not come in to 
Washington. Is that the situation? 

Mr. McPuaw. There may be some negotiations in the field that 
have gone on for at least prior to the issuance of the criteria, but they 
are still conducting negotiations. 

Mr. Wisn. This is a contract which is being negotiated to be 
executed now subject to the criteria. 

Mr. McPuai. I am not sure just how far they have gone in the 
field. I am certain, however, that they are giving the fullest possible 
cooperation to the cooperatives so that they will know as nearly as 
they can what the situation will be in the way of contracts after power 
is finally allotted. 

Mr. Wise. Are contracts now being negotiated with private com- 
panies? You do not think the field is carrying on such negotiations? 

Mr. McPuait. I am quite sure they are not. 

Mr. Wisn. That is all. Thank you. 

The CuatrMan. Senator Day, do you have any questions? 

Mr. Day. Mr. Chairman, I would like to ask the Secretary just 
1 or 2 questions. 

As I understand it, Mr. Aandahl, there is a block of energy shortly 
to become available for which you have asked the people interested 
to submit offers at the present time. 

Mr. Aanpanu. Applications. 

Mr. Day. Prior to January 1. Assume, as I gather from the 
discussion may be the fact, for the purpose of this question, that the 
total of the applications of the preference customers is less than the 
block that is declared to be available. I take it, then, you will recog- 
nize the application of a nonpreference customer for the balance. 

Mr. AanpAHL. The explanation of that which I gave a moment ago 
was that we will first estimate the needs of the preference customers 
during the next few years, and if we feel that some of this 210,000 
kilowatts will be needed, say, 3 years hence or 4 years hence by a 
preference customer, we would enter into a short-term contract with 
a nonpreference customer—a 3-year contract, a 5-year contract—and 
have that power available when we estimate that it will be needed by 
preference customers. That is, we are not going to enter into 20-year 
contracts for these new blocks of power unless we are pretty certain 
that that power is not going to be needed by preference customers in 
the reasonably near future. 

Mr. Day. But if you find that it is not all applied for and there is 
some of it available, as I have indicated, then you will consider the 
application of a nonpreference customer. 

Mr. Aanpauw. We will first consider the prospective growth of the 
preference customers. 

Mr. Day. I see. 

Mr. AaAnpaunu. If we teel it is going to be needed for that preference 
customer in the reasonably near future, we will enter into a short-term 
contract with a nonpreterence customer. We have already started 
to do that, as 1 indicated a moment ago, in the case of Canyon Ferry 
Power. 

Mr. Day. That is a statement of your personal view. That is not 
a restatement of anything that is cited in the criteria. 
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Mr. Aanpauu. That is, the criteria is so worded that it specifically 
permits that type of procedure. 

Mr. Day. All right. You have already assured us and the REA 
people that you are personally going to give this special attention 
and see to it that your views prevail as long as you are in that position; 

that correct? 

Mr. AANDAHL. That is correct. 

Mr. Day. After you have given the matter all of this consideration 
you suggest, and you determime that the preference customers’ antici- 

ed needs are fairly well taken care ef, and you determine that 
there is still some available, then you will enter into a contract for a 
term that you consider reasonable with the private utility. 

Mr. AanDAHL. In addition to the assumptions that you have made, 
we must also consider the conditions under which the private utility 
will use that power. If it is just going to be integrated into their 
overall system and constitute a small percentage of their total power 
requirements, we would want to be doubly assured that it would be 
an item of power that will not be needed by the preference customers. 
If it should be used by a nonpreference distributor so that it becomes 
an essential part of a local community requirement, it would receive 
more favorable consideration for a long-term contract. 

Mr. Day. Now you have received this double assurance you speak 
of. Having received it, then you are prepared to enter into a contract 
with a private utility. 

Mr. Aanpauu. That is correct. 

Mr. Day. Having done so, suppose you, having made all these 
determinations, made a mistake, and suppose within the period that 
the private-utility contract had for this surplus power, the preference 
customers really needed it. What would be the result? 

Mr. AanpauL. You are making a pretty broad assumption that 
could be applied to an error in judgment in almost anything that 
might be done. I question the propriety of pointing to it in this one 
instance any more than pointing to such a possibility in anything that 
might be done. 

Mr. Day. I am not so indicating, but I am simply saying suppose 
you did make a mistake in determining what the needs of these prefer- 
ence customers were—I am assuming of course that it is possible that 
you could make that mistake, and having done so 

The CHarRMAN. You mean an honest mistake? 

Mr. Day. An honest mistake, of course. Having done so and 
having entered into a contract with a private utility, and then it is 
determined that it was a mistake and that these preference customers 
really needed that power within the period, there would be no way 
you could do anything for them to relieve them from the results of 
entering into this permanent contract with the nonpreference customer, 
would there? 

Mr. AANDAHL. Your assumption, then, is that because of the possi- 
bility of error, no rights should be recognized other than the rights of 
preference customers? 

Mr. Day. I am only assuming one thing: That you made a mistake, 
an honest mistake, in determining what those needs were going to be 
over a period of time. 

Mr. AANDAHL. Yes, but you have failed to assume the fact that 
customers other than nonpreference customers also have some rights, 
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and you are assuming that because of the potential of an error no other 
rights except the rights of preference customers should be recognized. 
I think that that is a very fallacious position. 

Mr. Day. I did not propose that the answer to this one question 
should settle the whole controversy. I simply asked you would there 
be any relief in that situation with that mistake having been made. 

Mr. Aanpaun. And I have given you the answer by calling atten- 
tion to the difficulties and the injustices that would be involved if 
you were afraid to enter into a contract just because of the possibilities 
of a mist: ake 

Mr. Day. But your answer is that there would be no relief. 

Mr. AanpnauL. I have not answered that question. 1 have told 
you the potentials on the other side. 

Mr. Day. Now I am prepared to listen to the answer to the ques- 
tion I asked. 

Mr. Aanpanu. I have answered the question in the way that I 
think it should be answered. 

Senator Warkins. May I inquire, Do you have an idea what the 
relief should be? 

Mr. Day. Sir, as I understand, Senator, under the present criteria 
and under the custom under which the REA’s in my country in 
North Dakota were developed, they understood that they would have 
a right as preference customers to require power sold to nonpreference 
customers to be withdrawn from those nonpreference customers when 
it was needed by preference customers. That change that is being 
made by these criteria prevents that, as I understand it, and I just 
wanted to bring that out in my questions. 

Senator Warkrns. I am wondering what would happen to the power 
if no contract at all were entered into with these nonpreference cus- 
tomers. Who would pay for the power that would be held to take 
care of the situation you are talking about? 

Mr. Day. It is my understanding from their testimony that that 
never has been a problem because the power has always been sold. 

Senator Warkins, You are assuming something. Let me assume 
that there is some. Who would take care of that, or would we just 
simply hold it there? It is generated and we cannot use it because of 
some preference right 

Mr. Day. They should sell it as secondary power or dump power as 
far as it is available. 

Senator Warkins. I cannot understand just why the power should 
be held there and not used simply because there might be a possibility 
that you probably had not calculated on as much power as you need. 

Mr. Day. There is no suggestion on anyone’s part that power 
should be held and not used at any point. The question is whether it 
should be sold to a nonpreference customer on a contract that could 
not be disturbed over, say, a 20-year period, even though preference 
customers in the meantime demand or need all of it 

Senator Warkins. Even though you might not be able to sell it at 
all if you could not give them some sort of firm contract? 

Mr. Day. That is right. 

Senator Warxkins. In other words, the preference customer not 
only has a preference to the power but he would have a preference to 
be put in a position where he could always be taken care of even 
though it hurt someone else. That is what it results in. 
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Mr. Day. That could happen if the situation should develop where 
there was an immense amount of power that there would be no demand 
ior. 

Senator Kincore. Could I ask a question at this point? 

Senator Warxkrns. I am not controlling the witness, so go ahead. 

Senator Kitcore. It is rather interesting. I am trying to get his 
theory. 

Your contention is that there should be some criteria provided so 
that all excess power above preference customers should be sold, 
shall we say, as secondary or extra power in order that it may be 
recaptured? ‘That is the question I am trying to find out about. 

Mr. Day. Are you asking me? 

Senator Kitcorn. Yes. 

Mr. Day. Yes, that all power should be sold, first of all, to prefer- 
ence customers, and then any that is available be sold to nonpreference 
customers on a withdrawable basis. 

Senator Warkins. You mean with a condition in the contract that 
if the other fellow wants it, he would have to give it up? 

Mr. Day. On a reasonable notice that preference customers would 
take it back. 

Senator Warxins. Do you think you could sell any dump power 
on that kind of contract? 

Mr. Day. All of the power that has so far been available, according 
to their testimony, has been sold on that basis; and they do not 
anticipate, according to their testimony as I understand it, that such 
a situation would arise where it would not be readily salable. I would 
think that it would be soon enough to consider that problem if and 
when it should arise, especially in view of the fact that it has not 
arisen in the past. The best minds on the subject, those most con- 
versant with it, seem to feel that it will not. They say that they 
do not anticipate that what we are arguing about is a great problem 
because the preference customers are going to ask for all of it. 

Senator Warxkins. Then you should not be so concerned, as I see 
it. If they are not going to ask for the power, there will not be any 
problem. 

Mr. Day. The only concern we have is that we may not have 
quite as much confidence in the judgment of those who seem to have 
the power as they have themselves to determine how these criteria 
should be administered. 

Senator Watkins. You also ought to have confidence in your own 
judgment. If you think you are going to need it, why not buy more, 
why not contract for more and pay for more? 

Mr. Day. It is pretty difficult- 

Senator Warkins. Why leave Uncle Sam holding the bag on the 
proposition? If you think you are going to need it, why not sign a 
contract for it and take the chance? 

Mr. Day. It is pretty difficult on 60 days’ notice to anticipate your 
needs maybe for 20 years. 

Senator Warxkrns. Of course I can understand readily how the 
secondary purchaser would feel in trying to establish a business and 
the community grow up and expect to get service on the power if at 
any time someone away down the line who had a preference contract 
could say, ‘‘We need the power now and we will take it away from 
you.” I do not see how as a matter of merchandizing the power you 
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could operate unless you can give some sort of firm assurance that 
you are going to get the power that you contract for. It is dump power 
at the best, a lot of it, and you may not be able to get it all the way 
through; but if you make so many hazards in it, it might not be very 
desirable. 

Mr. Aanpant., I think there is another thought that could be added 
here to good advantage, and that is if we were to follow the policy 
without limitations, which is suggested by Mr. Day, it would be a 
matter of telling a community that is being supplied by a nonpreference 
customer that after they have used that power for 10 or 12 or 15 years 
and it has become the source on which they are dependent, that the 
only way they can be assured of keeping that in the future is to 
establish public power at the local level and thereby become a prefer- 
ence customer. I think that kind of influence would be most undesir- 
able. 

Mr. Day. Mr, Chairman, they would not be in any worse position 
than the preference customers are now being put in by this new 
criteria. 

Mr. AAnDAHL. The preference customers are given a very broad 
opportunity insofar as power is available to contract for their present 
needs, to contract for reasonable growth over a 2- or 3- or 4- or 5-year 
period, and of assurance that some power will be held in reserve until 
short-term contracts with nonpreference customers for their use at 
the end of that period, and they also have the assurance in the eastern 
division that shortly following 1960 the Oahe project will come in 
with nearly 400,000 kilowatts of power to give supplemental power to 
these preference customers as their needs grow in that later period. 

[ think your preference customers are being given very favorable 
consideration. You are making a proposal here that would completely 
exclude a community that does not have preference customer type of 
distribution in it. 

Mr. Smirney. Mr. Secretary, was the elimination of the with- 
drawal clause designed to benefit the nonpreference customers; that is, 
the private utility companies? 

Mr. Aanpanu. The elimination of the withdrawal clause was 
placed in the criteria for the purpose of making it possible to enter 
into long-term contracts with a limited number of nonpreference 
customers for power that is not imme prey d needed or needed in the 
near future by preference customers, and where that nonpreference 
distributor is serving a group of rural and domestic consumers in a 
local area that in the interim period will become dependent on that 
power and in equity really should have a right to it. 

It is not intended for broadcast use; it is intended for use under 
limited circumstances. In other instances the matter of the protec- 
tion of the preference customers will be taken care of by short-term 
contracts with nonpreference customers. 

Senator Warkins. As a matter of fact, the preference customer 
can get all the power that is available if he wants to sign up for that 
much? 

Mr. AANDAHL. Yes, without any question. 

Senator Warxins. It is a question of their judgment of how much 
they are going to need at the present time and in the future? 

Mr. Aanpant. Yes. Fortunately, in the Missouri Basin we are 
having, you might say, a staged development of these hydro plants. 
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We are going to have new blocks of power coming in for the next 10 
years which will give an opportunity to meet the growing needs of 
preference customers as they come along. 

Senator Warxins. So the preference customer could likewise make 

a mistake in not correctly estimating how much he needs as well as 
you might make a mistake in estimating they would not need it? 
' Mr, Aanpant. There is always a possibility of error in our judg- 
ment, no matter who the individual is or what the group is, but that 
is no reason why we should be afraid to enter into a contract which 
is pointed at equity in what we are doing. 

Senator Warktns. If 1 were a preference customer, I would try to 
estimate as best I could the amount I would need now and in the fore- 
seeable future. Of course, I would be delighted if I could get some- 
body to insure that I had not made a mistake on my requirements 
for the future. 

Mr. AANpDAHL. Of course, there is one thing that we want to 
recognize, and that is that the amount of power that the Bureau of 
Reclamation will have for sale in the Missouri Basin is going to be a 
relatively small amount of the total power requirements of the area. 
I would estimate roughly at the present time that reclamation will 
probably have not more than 20 percent of the power requirements 
of the Missouri Basin. 

We just have to depend on local interests, both public and private, 
at the local level, to supply the further requirements and needs of 
the area. We are trying to establish a working cooperation, and 
integration between Bureau of Reclamation power and power that 
will be supplied by the local interests. 

Mr. Day. Mr. Secretary, are you personally opposed to this idea 
of certain groups having preference? 

Mr. Aanpauwv. Certainly not. Everything in the criteria and the 
power policy indicates that we recognize the rights of preference 
customers and that we are leaning over backwards to do that. 

Mr. Day. That is why you changed the criteria, was it? 

Mr. Aanpant. We changed the criteria because under the old 
policy certain things were happening that we felt were undesirable. 

Mr. Day. From the standpoint of the preference customer? 

Mr. Aanpanu. From the standpoint of national policy and 
effect upon the economy of this Nation. 

Mr. Day. If a preference customer in North Dakota, the eastern 
end of the basin—that is what you call it—eastern end, is it not? 

Mr. AANDAHL. It includes part of Montana, North Dakota, South 
Dakota, Nebraska, parts of Iowa and parts of Minnesota. There is a 
large area in the eastern division. 

Mr. Day. In the eastern division if a customer files an application 
before January 1 for a certain amount of power from this block that 
is now offered, and after January 1 finds that a mistake was made, 
that they need more than they applied for, could they amend their 
application? 

Mr. Aanpauu. Yes; they can amend their application, and they 
can also amend their contract if their contract is already made. 
Contracts with nonpreference customers will be entered into only after 
extended consideration. So there is going to be this period of negotia- 
tion with preference customers for the power that they have applied 
for by January 1, and ample time to consider supplemental applications 
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and supplemental requests that they may make after January 1. 
Those supplemental applications will be considered before we start 
dealing with nonpreference customers. 

The only thing that the preference customer needs to be con- 
cerned about and feel urged to get his application in by January 1, 
is because we feel that there is not going to be enough of this firm 
power coming in in 1954 to meet the requirements of the applications. 
Of course, we will start allocating and negotiating contracts with 
those who have made application by January 1. So those preference 
customers will have some advantage over a preference customer who 
might apply a little late, but both groups of preference customers 
will have an advantage over nonpreference customers. 

Senator Kingore. Mr. Aandahl, one question on that line; you are 
getting down to something interesting. If we find ourselves produc- 
ing surplus power over what we have been obligated to produce 
under laws in the past in the way of preference customers so that we 
are going to have to sell power as produced otherwise—in other 
words, if the preference customers make a correct estimate as to 
their 20-year requirements and if the Bureau makes a correct esti- 
mate of the needs there, why bring in more power dams than are 
necessary and have to find a market for the power? 

Mr. AanpDaABu. I feel that as a matter of national water policy, 
we are working in the dire ction of full and complete development of 
the water resources of the Nation in reclamation, particularly in the 
West, in the 17 Western States which come under reclamation. 

As we proceed in that water-development program, I feel that we 
should install a maximum number of hydroelectric power just as a 
means of conservation of our natural resources. 

Senator Kiirgore. That is the point I am driving at. 

Take the Hells Canyon proposition. As private power comes in 
and does it, if after utilizing hydropower we have certain commitments 
made, and after we reach those commitments, then let private power 
go ahead and do that development. 

Mr. Aanpanu. We have indicated in our power policy in the De- 
partment of the Interior that we are very glad to have local interests 
develop any potential that they are able to develop and that we will 
not interpose ourselves as the dog in the manger who cannot imme- 
diately make the development and stand in the way of local interests 
making it. 

Senator Kircorr. May I say in explanation I am not fighting 
with the Reclamation Service nor with the co-ops in this at all. I 
am trying to get a little information for the purpose of policy. I am 
wondering what we should do, and most of my questions here have 
been on what I should feel for both sides should be developed as the 
policy. 

Mr. Aanpauu. I feel that local interests—and that is implied in 
the question that you ask—TI feel that local interests should do their 
utmost in making power developments. 

Senator Kincorer. As I said some time ago, power, to use a term 
from the chemical industry, is what started out as a byproduct of re- 
clamation and of flood control. Now the tail is sort of wagging the 
dog from the fiscal viewpoint on the question of amortization of the 
debts. That is what is interesting me, the development of that factor 
and that viewpoint. 
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If these things can all be estimated in advance, I wonder whether 
or not we should say we are going to let you go ahead and do this. 
what I am trying to find out for our information. 

Mr. AANDAHL. We in Interior have taken the position that we 
want to push forward with these multipurpose projects that really 
lend themselves only to Federal development, and when we embark 
upon the construction of such a project we should put a maximum 
amount of hydroelectric generating capacity in it. 

Senator Kincorr. May I say I am not opposed to that theory at 
all, but I do rather take issue with one interpretation that the mone- 
tary return is the item in view. It is an item in view, but the Gov- 
ernment in the form of dividends also takes service to its individual 
citizens as one of the profits it yields to the stockholders in that 
gigantic concern. 

[ think the real criteria is to repay the debt and also making sure 
that everybody is equally served. 1 think those are the real criteria 
in this power situation, so nobody gets preferential treatment. 

Mr. Aanpbagkv. Our thinking is very close on that. 

Senator Warxins. The law has already said to the contrary some- 
body does get preferential treatment, and that is what they are 
contending for and defending. 

Mr. Day. Mr. Chairman, I still don’t quite understand about this 
January 1 business. As I understand it now, if a preference customer 
or anyone else, particularly a preference customer, files an applica- 
tion by January 1, but decides later to amend it, their amended ap- 
plication will be given consideration, unless you have already entered 
into a contract with somebody else to give it away; is that right? 

Mr. AAnpDAHL. To sell it to a preference customer. 

Mr. Day. Or to a nonpreference customer. 

Mr. Aanpauu. There will be a lengthy period before we will be 
ready to make sales to nonpreference customers. 

Mr. Day. Very well. Suppose—— 

Senator Warxrns. Could we have a definition of that lengthy 
period? About how long do you mean? 

Mr. AANDAHL. I would feel 6 months to a year, a long period of 
negotiation with the preference customers. Just how long it is go- 
ing to take is difficult to forecast at this time. We want to get 
through with our negotiation with preference customers who have 
made applications before we start dealing with the nonpreference 
customers. 

Senator Warxins. When you make a statement such as you have 
made that there will be a lengthy period, I am sure somebody may 
rely on that, and there idea of what is lengthy may be entirely different 
from ours. 

In dealing with the Reclamation Bureau I know that lengthy means 
along time. They started a project in 1934 in my State and it isn’t 
done yet. They said it would take a lengthy time to build it, and they 
were right. 

Mr. Tupor. May I introduce a remark to help clear this up? For 
the moment for the January 1 deadline we are only talking about the 
first block of power. ‘There are subsequent blocks of power coming 
in at later dates which will extend this well past 1960, as a matter of 
fact. 
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Mr. Day. Yes. I wasn’t concerned about that. The same prob- 
lem will come up again then. The idea, then, as I understand it, from 
the assurance you gave the Senator, is that it probably will be a year 
before you start giving consideration to giving any of this power to 
the nonpreference customers out of the first block available. 

The CuarrMan. I believe he said 6 months to a year. 

Mr. Day. Six months to a year? Is that your statement? 

Mr. AANDAHL. Yes. 

Mr. Day. In other words, 6 months they could depend upon. 

Senator Warkrns. Will you get an answer to that? Some of my 
co-ops will be writing me about that. 

Mr. AAnDAHL. I would say there will be 6 months to a year before 
we are in position to consider applications from nonpreference cus- 
tomers on this block of firm power, 210,000 kilowatts, which is being 
offered for sale at this time. 

Senator Warkins. As I understand, in the meantime if these 
preference customers do want additional power, if they found they 
had not asked for enough, they could file supplemental applications 
and have the contracts, even if they are entered into, amended prior 
to that time. 

Mr. AanpAnL. Yes. And be sure and tie your understanding of 
the statement that I have with the 210,000 kilowatts that are being 
offered for sale. 

Senator Warkins. I assumed it would relate back to whatever you 
were offering to sell at that time. 

Mr. Day. That is this first block of power? 

Mr. AANDAHL. Yes. 

Senator Warkins. In other words, the 6 months to a year right to 
step in to get more would apply to that and not to some other power. 

Mr. Aanpaut. The reason I emphasize that is because we have 
also been considering the extension of contracts that we already have, 
and that does not relate to the 210,000. We will start analyzing 
those quite soon. I don’t know just what our schedule of procedure 
will be on those contracts, but as far as the 210,000 kilowatts in the 
eastern division is concerned, I am sure that it will be 6 months or a 
year before we will be ready to work on applications of nonpreference 
customers. 

Mr. Day. The other contracts you are talking about renegotiating 
do not apply to the eastern division? 

Mr. AANDAHL. Yes, they are in both the eastern and western 
divisions. 

Mr. Day. So there is power available to preference customers 
under existing contracts that when you get through with what you 
are just suggesting may take place shortly will not be available to 
preference customers under the new contract? 

Mr. AANDAHL. At the moment I have no appraisal of the time 
schedule that will be involved in that particular analysis. 

Mr. Day. But my statement is correct, is it, that there is at the 
present time under existing contracts, which has nothing to do with 
this new block of power, power that is under contract but because 
of the terms of those contracts is available only to preference custo- 
mers, which when you renegotiate those contracts will not be available 
to preference customers under the terms of the new contract. 
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Mr. AAnpAHL. Which may or may not be. It is a limited amount 
of power and it may or may not be after renegotiation. 

Mr. Day. Is it your opinion that it ought to be? 

Mr. AANDAHL. There is some of it that should not be. 

Mr. Day. In the eastern division? 

Mr. AANDABL. I do not have any specific case in the eastern divi- 

sion in mind. I do have a specific case in the western division that 
[ called to your attention some time ago. 

Mr. Day. Yes. If a preference customer fails to file any applica- 
tion at all by January 1, but does file an application, we will say, 
next May, will that application be given consideration? 

Mr. AANDAHL. You are talking now about an application for the 
210,000? 

Mr. Day. Yes. 

Mr. AANDAHL. That application in all probability would have 
priority over any nonpreference customer. However, it would be 
secondary to applications that had previously been made by pref- 
erence customers. 

Mr. Day. But even before you enter into contract? 

Mr. AANDAHL. The chances are it would be in a secondary position 
among preference customers. 

Senator Warkins. It would either have to be that or there wouldn’t 
be any purpose in having a deadline. 

Mr. Day. If a great number of the preference customers feel that 
the January 1 date is altogether too soon, would you have any ob- 
jection to extending it for some period of time that would seem rea- 
sonable to those who are preparing these applications or do you have 
a certain determination that January 1 must stand? 

Mr. AANDAHL. An answer to your question would come after 
we have had an opportunity to evaluate the applications that are 
made by January 1, and I presume that we would proceed with those 
applications at that time. It might be that there would be some little 
block of power left for subsequent consideration. 

Mr. Day. You aren’t proposing, Mr. Secretary, to penalize a 
preference customer who, because accounting procedures are long and 
a ‘ult for them, find it impossible to get an application prepared 

January 1? You know they are there; you know they are going 
to . e anticipating needs, and, as you say, you are studying the whole 
picture to know what the relative merits of all their applications may 
be. Consequently, you would keep your mind open on what their 
requirements might be, would you not? 

Mr. AANDAHL. I can hardly imagine any of the REA cooperatives 
who right now do not have a pretty definite notion of how much 
power they are going to need in 1954, 1955, and 1956. I think you 
are insinuating problems that are far in excess of what actually 
exist. 

If you are thinking in terms of 20-year requirements, of course 
then you have a problem, but the REA cooperatives better focus 
their thinking on their requirements during the next 3- or 4-year 
period because that is really the block of power that we have for sale 
at the present time; and I think we are going to have enough ap- 
plications from preference customers to contract for all of that power 
right now, 
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So why worry about the next 20 years in these immediate 
applications? 

Mr. Day. That brings me to my next question, Mr. Secretary. 
If these applications are for anticipated needs for the next 3 years 
only, then after those contracts have been negotiated are you going 
to proceed to contract with nonpreference customers for that par- 
ticular block of power beginning with the period ending with those 
contracts, or are you going 

Mr. AanpauL. No other power has been declared available for sale 
at the present time. It will be declared available when we have a 
fairly definite assurance that the power is coming in and then we will 
start negotiating for those new blocks of power. 

Mr. Day. This particular block of power is coming in not for 3 years, 
but for an indefinite period of time, is it not? 

Mr. AANDARL. It is going to become available in 1954, 1955, and 
1956, and will continue then to be available into the indefinite future. 

Mr. Day. That is right. 

Mr. AANDAHL. So any customer who makes application for that 
power, of course, should be glad to contract for a 20-year period because 
he is going to need that much power for the 20-year period; and as new 
blocks of power are offered he will make suppleme ntal applications 
and contracts for additional amounts of power as it becomes available 
in the future. 

Mr. Day. If he contracts with you, however, for only a 3-year 
period, may he rely upon being able to renew that contract for the 
same amount of power at the end of the 3-year period or are you in 
the meantime going to sell it to a nonpreference customer? 

Mr. AANDAHL. No; that power that would be under contract would 
be under contract to that particular preference customer, and without 
question his privilege to renew the contract, the 3-year contract upon 
its expiration would continue. 

There is no thought of pulling that power away from a preference 
customer if he wants to recontract for its use in the future. 

Mr. Day. In other words he would have a right to renew the 
contract? 

Mr. Aanpanu. Yes. There should be no question about that at 
all. 

The CHatrMAN. Mr. Secretary, is that in the criteria? 

Mr. AANDAHL. It isn’t spelled out in so many words, but there 
wouldn't be any question about that policy. 

Mr. Day. Mr. Secretary, I have another question here. 

With reference to firming up the waterpower, as I understand it 
you want to firm up the hydro power so that you can sell what you 
call the average eee r year? 

Mr. AANDAHL. Capacity. 

Mr. Day. Is that what you re ferred to? 

Having done so, we will assume an extended period of drought comes 
along, and in this multiple- purpose situation we have irrigation, we 
have substantial investments in irrigation, and so forth, and this power 
has been firmed up to that point presumably, and it comes to a point 
of choosing between the irrigation and the power customers, what 
would be your solution in an extended period of drought? 

Mr. Aanpaunv. The estimates of firm power are based on the avail- 
ability of water for power generation in excess of what might be di- 
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verted for irrigation purposes. Our firm power figures are based on 
the water that is available for power purposes. 

Mr. Day. Would that be true regardless of extended periods of 
drought? 

Mr. AANDAHL. Water is first available for reclamation purposes. 

Mr. Day. That is irrigation. 

Mr. Aanpanut. Yes. And for other conservative uses. Those re- 
quirements have all been estimated in determining the amount of firm 
power that we will have in these projects. 

Mr. Day. So in the event of such an emergency as I suggest, as you 
interpret this situation the irrigation would have the preference? 

Mr. AANDAHL. The irrigation will be taken care of, but we expect 
that the amouut of firm power that we sell will alwavs be available. 
The CuarrMANn. Gentlemen, we will have a recess of 10 minutes. 

(Brief recess.) 

The CHatRMAN. You may proceed. 

Do you have some more questions, Mr. Day? 

Mr. Day. Mr Secretary, I believe if I understood you correctly, 
vou stated that in your opinion the hydro power should be developed 
to its maximum generating capacity. Were those the words you used? 

[ inferred that you meant by that that maximum generating capac- 
ity included firming up with steam up to this minimum point which 
you described. 

Mr. AANDAHL. Up to the average water-year capacity or capability. 
I think the latter is the better word to use there. 

Mr. Day. Then, is this a correct statement? That the maximum 
generating capacity you referred to includes using steam to firm 
the power up to the average water-year capability? Is that a fair 
statement? 

Mr. AANDAHL. Yes. 

Mr. Day. You also intend to sell that firm power, do you not? 

Mr. AaANDAHL. That is correct. 

Mr. Day. When you sell that firm power, that is, enter into con- 
tract. to supply it, you recognize that the Government is obligated to 
fulfill those contracts? 

Mr. AANDAHL. Correct. 

Mr. Day. Should an extended period of drought, as we have pre- 
viously discussed, require use of that water for irrigation purposes 
to the point that this firm power could not be supplied according to 
the terms of the contract, what would the Government do about that? 

Mr. Aanpaut. The thinking on which we proceed is that we can 
enter into contracts with agencies that have steam capacity to take 
offpeak energy from them which will give us an opportunity to hold 
back some of the water supply to use when necessary and thereby firm 
up our hydro so that we can supply our customers at the normal load 
factor for the amount of firm power that we have under contract. 

Mr. Day. If there weren’t enough water available because of ex- 
tended drought to do even that, would you look to the private con- 
cerns to supply the additional power that would be needed? 

Mr. AanpDAHL. That would be a very difficult problem. It is one 
that we hope will not arise. If it should be in prospect of coming up 
there would be some indication of it a year or so in advance and we 


would have to do the best we can to meet that critical situation when 
it develops. 
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I might also add that the line of thinking that you have presented 
here constitutes a very strong argument for the Bureau of Reclamation 
to refrain from attempting to firm up the secondary power beyond 
what we would have under average water conditions. If we were to 
take the remainder of this secondary power and attempt to firm it 
up and sell it as firm power, we would just multiply the hazard that 
you have called our attention to. 

Mr. Day. I think that is right, and at the same time if you had 
entered into nonwithdrawable contracts with nonpreference ¢ ustomers, 
you would have made your problem still greater, wouldn’t you 

Mr. Aanpant. The problem would be measured by the total amount 
of firm contracts that we enter into, and we propose to enter into those 
contracts either with preference customers or nonpreference customers 
so when the critical period comes our total amount of firm contracts 
would be the same in either event. 

Mr. Day. Except that under the new criteria you may, under the 
situation we have projected, be in a position to have to go out and 
buy power to fill your contracts with nonpreference customers. 

Mr. Aanpanu. That is correct. 

Mr. Day. Would you think that it would be most advantageous 
or the best policy in those cases to buy that power from private con- 
cerns or to build additional generating capacity by the Government? 

Mr. Aanpaunu. I do not think that the Federal Government should 
build any steam plants in the Missouri Basin. 

Mr. Day. In answering a question from someone else here earlier, 
[ think I correctly quoted you when I wrote this down: ‘‘We have 
every interest to protect the rights of preference customers to a 
reasonable degree.”’ Is that correct? 

Mr. AANDAHL. That is correct. 

Mr. Day. This “to a reasonable degree” is a qualification that has 
been added by your own thinking; is it not? 

Mr. AANDABL, It is an indication that I do not feel that the rights 
of preference customers are completely unlimited. 

Mr. Day. In whose opinion is this to a reasonable degree to limit 
the rights of preference customers? 

Mr. AanpanL. When I used the statement, I didn’t talk about 
limiting the rights. I talked about recognizing the rights. 

Mr. Day. All right, in whose opinion is this reasonable degree a 
measure? 

Mr. AANDAHL. That would have to be determined by those who 
have administrative responsibilities. 

Mr. Day. You had reference to your interpretation, or that of 
those working under you in this particular case; did you not? 

Mr. AannauL. That is right. 

Mr. Day. Do you agree ‘with the statement that Mr. McPhail 
made, which I understood was something like this, that there was no 
problem with reference to this preference matter anyhow because the 
preference customers were going to take all of this capacity? 

Mr. Aanpant. I am of the opinion that preference customers will 
contract for all of the firm power that we have offered for sale in this 
block. 

Mr. Day. Were you of that opinion when you and the members of 
your staff developed these changes in the criteria? 
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Mr. AANDAHL. Yes, we have been of that opinion for quite a 
lengthy period of time. 

Mr. Day. I believe that is all I have 

The CuarrMaANn. Call your next witness. 

Mr. Smiruey. Mr. Virgil Hanlon. 

The CHarrMAN. You will take a seat up here by the reporter so he 
can hear you plainly, please. 


TESTIMONY OF VIRGIL HANLON, MANAGER, EAST RIVER 
ELECTRIC POWER COOPERATIVE, MADISON, S. DAK. 


Mr. Smiruey. Mr. Hanlon, before you begin your statement, would 
you give your full name, address, and your position, please? 

Mr. Hanon. Senator Langer and other members of the committee, 
if they are here: My name is Virgil Hanlon. I am manager of the 
East River Electric Power Cooperative, Madison, 8S. Dak. I am also 
here as a delegate representing the South Dakota Rural Electric 
Association and as a representative of the Missouri Basin Electric 
Consumers Conference, an organization which I will tell you a little 
bit more about later on. 

Mr. Smiruey. For what period of time, Mr. Hanlon, have you held 
the position of manager of that cooperative? 

Mr. Hanon. I have been manager of this cooperative since its 
inception. Prior to that time I was for 12 years manager of a dis- 
tribution cooperative. 

Mr. SmirHey. You say since the inception; when was that? 

Mr. Hanon. Pardon me. 1950. 

Mr. Smiruey. Prior to that you were—— 

Mr. Hanton. I was manager of the Lincoln Union Electric Cooper- 
ative for 12 years. 

Mr. SmirxHey. Proceed. 

Mr. Hanton. A little bit more possibly on my background. I am 
not an electrical engineer nor a hydroelectric engineer. I have a 
major in economics and business administration. I have taught school 
for some 5 years. Part of the things I am going to state today are to 
give you a little bit of the background of the feeling of the people in 
the Missouri Basin toward this newly announced criteria and, as a 
result, I want to state further that I don’t think anybody urged me 
along in my thinking and fight in this matter. It was purely volun- 
tary on my own part because of the things I could see in the new 
criteria that were harmful. 

In the first instance, I want to mention that I work for a board of 
directors that is now 80 percent Republican. During the 12 years I 
worked for the distribution cooperative they were 100 percent Re »pub- 
lican. I am not a Democrat, nor do I carry a Red card at any time. 

I have also been appointed by Republican Governor Sigurd Ander- 
son, a member of the South Dakota State Power Supply Committee 
that has worked on the Missouri Basin interagency committee. 

There have been a few cracks made about our committee that I 
think I would like to clear up to show that we have not brought this 
up after the announcement of the criteria, that we had an interest 
in the development of power policy for the basin. 

I am referring to a statement here that I took out of a press release 
of a television program called Man of the Week—lI think it comes out 
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of Washington hereon November 22 when the interviewer inter- 
viewed Mr. McKay and said: 


Some of the farmers in the West seem a little disturbed over the possibility that 
private power may move in and be the only source of electricity to be distributed 
to REA lines. Do you think the alarm is justified? 


Mr. McKay’s answer is: 

Not at all, not at all. These people have been agitated by certain people going 
around and holding meetings and telling these stories. We will be out there answer- 

x some of these things some of these days if we get around to it. Don’t forget as 
to REA there is a plank in the platform of the Republican Party, the present 
platform 

I mention that because that press release went out over AP in the 
Missouri Basin, and many accused a few of us workers for distribution 
cooperatives and G. and T. cooperatives, these farm people, that we 
were agitators, and there was some reference or insinuation made today 
on it. i 

[ want to tell vou a little bit about my background. I am not 
going to give you the problems of the whole Missouri Basin. I want 
to give you a little of the background of my own particular cooperative, 
which is the East River Electric Power Cooperative. 

This is a cooperative formed by 21 distribution cooperatives serv- 
ing approximately 45,000 farmers in eastern South Dakota. That 
many families in South Dakota ac daly compose about a third of the 
population of that State. The reason it was formed was not because 
of anybody’s encouraging more public power because we knew hydro 
was coming in, but we actually had no power. Thirteen of the co- 
operatives were notified by the power company that in 1951, June 1, 
they were going to be cut off because they had none, and they couldn’t 
get a firm contract, they had only surplus power. They were paying 
that particular company approximately 14'% mills for the power. 

Then we had another area served by another power company, and 
they got an increase up to somewhere near 19 mills for power. That 
power company said: ‘‘We will let you take what you have now, but 
we are not going to give vou any increasing amounts.”’ 

We had a third power company that had cheap gas as fuel that had 
generation capacity, and they requested the cooperatives, in fact made 
contracts with 3 of them, on a 10-year basis, facing the fact that 
within a few years hydro power was to be available. These contracts 
were actually signed and although they did have a chance to break 
them later on. 

Twenty-one of the cooperatives knew they had to do something 
about getting a power supply in prior to the time hydro power was 
coming in, which was scheduled then for approximately 1955. It 
later was moved back to 1953, and we now expect it in 1954. So 
they formed a transmission cooperative or made engineering studies 
for a transmission cooperative. 

The studies showed quite an investment. At the same time we 
knew the Bureau of Reclamation plans, as Mr. McPhail knows so 
well about, were to serve this same area. Within a few years they 
intended to assume their utility responsibility of building transmis- 
sion lines. As a result, we had long conferences between the co- 
operative people, REA, and the Bureau of Reclamation with the idea 
that to save some money for the farmers out there in transmission 
lines, we would ask Congress to appropriate money a few years in 
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advance so these transmission lines could be built ahead of time and 
that we would be able to use them and rent them from the Govern- 
ment. 

Then we had a discussion on the cost of power, and possibly that 
is of interest to this committee. First, we approached Northern 
States Power Co., the only available source, and they limited the 
amount that they wanted to sell us. They asked 14.1 mills at the 
load factor that we had figured out in our studies at the time. That, 
of course, made it possible for us to ask for a generating plant. We 
could see that it would be better for us to invest our money in our 
own generation rather than go into this contract with Northern States 
Power Co. for 14.1 mills power. 

To show what competition does, the yardstick was not what the 
power companies were charging in the area. The yardstick was 
what we could do because we could get generating money from the 
Rural Electrification Administration. 

Our study showed the Northern States would have to drop some- 
where below 10 mills before it was feasible for us to buy this power. 

The next thing we knew, we had a contract from Northern States 
for nine and about two-tenths mills on a 50-percent load factor. We 
would consider that a major cut. 

Again, I say, the committee should be interested. That shows that 
yardstick of our own generation brought our power costs down 
conside rably. 

Congress went along with our request for the appropriation. The 
line was built. The East River system is in operation. I know this 
won’t be of any value for the record, but I have a map here to give 
you some idea, Mr. Chairman—I guess Mr. McPhail is quite familiar 
with it—of our system showing the 115,000 transmission loop in red 
that belongs to the Bureau and the blue line that belongs to East 
River. 

| do want to point out while you are looking at that map, you will 
notice our properties are spread over little parts, connecting only to 
the Bureau of Reclamation substations. The Rural Electrification 
Administration made a loan for that type of system where it was not 
easy to connect it. They did it only because of the idea that under 
the old power policy there was some utility responsibility in the 
Government and as a result, they figured their loan was feasible and 
it was made. 

That loan today under the new power policy certainly could not be 
made. The other thing is that we wouldn’t accept it because we did 
feel that we had certain rights. 

[ wanted to bring that out to give you some idea of what our 
system was like. 

Any references I make will be to my particular cooperative and 
possibly not of interest to all of the basin, but most of them have that 
same type of problem. 

Our member cooperatives signed contracts with East River for 
getting their full power supply for 35 years. It so happens that 
many “of these cooperatives are not in any financial condition that 
they can brag about. In fact, it was only through the feasibility of 
having the promise of cheap hydro power that the Rural Electrifica- 
tion Administration could make loans to them. 
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Most of them—I should not say most of them. Most of them in 
South Dakota, I can say, are right at the bare minimum of costs now 
and should their costs increase it is going to hurt them. Either they 
are going to have to start increasing rates to the farmers and possibly, 
as all rate people know, an increase in rates sometimes does not answer 
the problem of securing the maximum amount of revenue. That is 
actually the problem that we have at this time. 

These contracts were signed on a 35-year basis. A contract was 
signed with Northern States Power Co. at this 9.1 or 0.2 mill power. 

At the present time we are paying rent to the Bureau of Reclama- 
tion for their part of the system and operating the whole complete 
system as an integral part of Kast River. 

In February we are supposed to have some hydro power. We have 
contracts by our 21 members for about 47,000 kilowatts; that is, each 
of these members has had to contract individually for about 47,000 
kilowatts. East River, remember, under this system did not contract 
for any power. I agree with Mr. Aandahl that that was one of the 
requests we have made. There must be some way that we could buy 
power and sell it to our members so we could have the advantage of 
diversity which, of course, spell for economy. 

I would like to insert a copy of one of those member’s contracts 
which has been made with the Bureau of Reclamation, it that is all 
right with you? 

The CuarrMan. How many members have you? 

Mr. Hanton. We have 21 members. So there actually would be 
21 of these contracts. They would be identical except for the amount 
of delivery. 

The CHarrMan. How many users? 

Mr. Hanton. About 45,000. 

(The document referred to was marked “Exhibit A’’ and filed with 
the committee.) 

Mr. Hanton. Also the master contract that we have between the 
Bureau of Reclamation and East River. 

This is a contract that gives the Bureau of Reclamation a license 
to use our line to wheel power to our members as well as to any other 
preferential users along our lines. Maybe I shouldn’t confine it to 
preferential users, to any users along that line in excess of the capacity 
that we would have. 

It also gives us an exclusive right for 35 years to wheel all of our 
power to our members and to receive for that a 1-mill charge. 

The reason I bring that up is because in the criteria at this time we 
were given this 1 mill. It wasn’t going to be below that. It was 
going to be 1 mill. The new criteria sets 1 mill as the maximum, but 
not as the minimum. 

(The document referred to was marked “Exhibit B’’ and filed with 
the committee.) 

Mr. Hanton. I don’t think there was any question about every- 
body in the power field knowing sometime early in the year that 
there was going to be a change of policy for the Missouri Basin. We 
have a group of generation and transmission managers out in the 
Middle West composing the States of North Dakota, Minnesota, 
Wisconsin, Jowa, and Michigan. We exchange operating ideas and 
general discussion, and so forth. 

Early in the year we had a discussion on what is going to happen 
with the new administration and the announcements we had had by 
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such publications as Electrical World and Public Utility Fortnightly 
Review, and others stating that this and that is going to happen. 

It was decided at that time that we would offer to the Bureau of 
Reclamation what assistance we had and try to work out something 
with them that would be acceptable to us and to the people of the 
Missouri River Basin. 

It actually went to the pomt that what alarmed us as much as 
anything else—and I think Mr. McPhail can tell us more about that— 
was the fact that the *y were not honoring contracts through the last 
part of 1952 and through the first part of 1953. Preference users 
were not getting contracts signed, especially where there was any in- 
volving of secondary power. In fact, although in our contract with 
the Bureau it says that we will get 1 mill for the delivering of secondary 
power, as a result of that we have preference users along our system 
that can’t buy secondary without paying their own wheeling, and 
that held up some of those contracts. 

On April 8 of this year there was a press release that I had given to 
the Associated Press relative to calling a meeting in Omaha, Sioux 
City, or Sioux Falls, somewhere in the basin, where we would discuss 
the problems we had; the problems the new administration had an- 
nounced they had, so something could be done. 

We didn’t call it criteria at that time. We called it a marketing 
policy for the Basin. We were going to invite the Bureau people to 
that meeting. It so happened that it was the same time the Bureau 
of the Budget knocked out Oahe Dam and we got pretty busy coming 
in here trying to get funds restored for Oahe, so the meeting was never 
held. 

But we did get together as this group representing North Dakota, 
Minnesota, Iowa, and South Dakota, and on May 12 we came into 
Washington testifying for Oahe Dam. We also had a chance for our 
first meeting with Mr. Aandahl and offered the services of this com- 
mittee, that he could call on on the Basin level. The suggestion was 
to be made on the Basin level. 

We did make suggestions at that time. One of them that was put 
into the criteria, though I still don’t accept it, Mr. Aandahl in its 
present form, but you indicate there might be changes in that, was thé 
fact that we as the G. & T. could buy and sell power so we could get 
the advantage of diversity of operation and actually operate more as a 
utility. 

We didn’t hear anything more about it. We had a request in by 
Andy Freeman, you remember. I have the letter showing that re- 
quest. 

At that time we thought we were going to get a hearing, and the 
letter stated that: 

I appreciate vour interest and am aware of the assistance that the cooperatives 
can give in working out a sound program for the sale of Missouri Basin power. 

That letter was written by Mr. Aandahl, Secretary Aandahl, on 
July 10, although I don’t think we ever got to that particular meeting, 
and I wanted to bring that out again to emphasize the fact that prior 
to the time of the criteria we were trying to work with the adminis- 
tration and hoped that we would be able to be called on to take some 
action. 

(The document referred to was marked “Exhibit C”’ and filed with 
the committee.) 
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Mr. Hanton. June 24, at Grand Forks, N. Dak., this group of 
managers again was meeting, and at that time we passed a resolution 
which was submitted to you, through Andy Freeman, requesting 
again that we have some type of meeting on a Basin level. That 
went out in a press release. 

The next thought that bothered us a little bit was the power policy 
released on August 18. | won’t give you my personal reaction to the 
policy. I don’t think in reading the policy we felt there was any- 
thing drastic, any grab for the cooperatives, but we did feel that the 
policy since 1906 had all at once been wiped out, and we now had a 
middle-of-the-road policy that didn’t actually say too much of any- 
thing except to emphasize that the Federal Government would have 
no utility responsibility in the disposal of their power. 

[ don’t think there was anything that any of us individually did 
about going in and fighting the power policy. I don’t think we could 
find enough wrong with it except that we did lose the policy that we 
understood and had worked on for some le ngth of time, and that was 
the policy issued by Ickes on January 3, 1946. 

I would like permission to put that into the record. 

The CHAIRMAN. You may. 

(The document referred to was marked “Exhibit D”’ and filed with 
the committee. ) 

The CHarrMan. Were the meetings ever held that you mentioned, 
either one of them? 

Mr. Hanton. Not to this date. 

The only thing we did feel about the new policy was that it had 
opened the gates up for new orders, new things such as what happened 
in the criteria that was issued later. 

As I say, we didn’t criticize it. From the Federal Government we 
had admissions from the gentlemen speaking today that they are in 
the power business, and if they are in the power business to get the 
maximum good they should carry some utility responsibility. We 
can't run our cooperatives’ business that way. Nobody can run 
their grocery stores that way. 

We feel you must have a responsibility if you are going to get the 
maximum benefits. 

The new power policy I think has been introduced in the record; has 
it not? 

Mr. SmiruHey. I[t has. 

Mr. Hanton. Also at this time, because there is reference all the 
way through to the citations in the power policy, I should like to 
introduce for the record the Rural Electrification Act of 1936. I 
would like to put in the Fort Peck Act, also the Bonneville Act, and 
section 5 of the Flood Control Act, for the record. 

Mr. Smituey. Mr. Hanlon, is it necessary to receive the whole act? 
Are there pertinent parts of the act which may be included in the 
record without the inclusion of the whole act and without in any way 
taking it out of context? 

Mr. Hanon. I wouldn’t be in a position to cut it up at this time. 

Mr. Smirntey. May we receive the matter submitted now, Senator, 
subject to that qualification, that if it can be condensed, it be included 
in a condensed form? 

The CuarrmMan. Whatever the condensed form is. Mr. Hanlon 
will have to agree to it, though. You will have to select it yourself. 
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Mr. Hanton. Do you want me to hold these until such time—— 

The CHAIRMAN. You may file them here. Be sure and put in the 
part that you want in. 

(The documents referred to were marked “Exhibits E, F, G, and H,”’ 
and filed with the committee.) 

Mr. Hanon. I want to point out just a few things that we have 
outlined in the policy as differences between the policies of Ickes and 
the policy that was recently announced or the one announced August 
28. Of course, I pointed out the utility responsibility. We feel quite 
strongly that the lack of utility responsibility by the Bureau is going 
to be harmful. 

One of the things in the old policy, the Government generally pur- 
chased the maximum amount of quantity of power. That has been 
discussed today. 1 don’t know that there is any reason I should go 
into it. Today we were talking about purchasing the minimum 
amount of power to make the most economical return to our Federal 
Government, 

The CuHarrmMan. Mr. Hanlon, you have all the time in the world. 
You can discuss anything you want. We are going to be here all 
day today, and all day tomorrow, and all day next week if you want 
to stay here. You just take all the time you want and discuss any- 
thing you want to. And that is true of any of the witnesses. 

Mr. Hanton. I will make one point here. Under the old policy, 
the rate for Government power was designed on a payout project, 

ind it provided a yardstick by which to measure rates and the prac- 
tices of private companies. I think today it was brought out by Mr. 
Aandahl—if not, I am going to make reference to that Fargo speech 
of his—that under the new policy the yardstick is no longer the 
Bureau of Reclamation or Federal power projects or TVA or even 
East River as a proposed generating plant—the yardstick is now 
proposed to be that - how the power companies ‘sell power. 

That worries me a great deal, because of the flexibility that I men- 
tioned a little while ago, that we had a yardstick of Northern States 
Power Co. that moved in from 14.1 mills down to 9.1 mills, and that is 
& major cut in any business-managed operation. 

Mr. AanpauwL. Mr. Chairman, I do not understand the inference 
that is made there. I would like to have the quote from the talk at 
Fargo and get the full implication of what he has said. 

The CuHarrMAN. Will you quote the part of Mr. Aandahl’s speech 
in Fargo to which you refer? 

Mr. Hanton. I hope I can find it. 

Mr. Smirupy. Mr. Chairman, is there any objection to the insertion 
of the whole speech in the record? 

The CHairMAN. No. We want that particular part. 

Mr. Hanton. I am going to make other quotes out of this, also. 

The CHarrMan. He wants the quote, and he is entitled to it. 

Mr. Hanon. I don’t know if I am grabbing the wrong thing. 

As a word of warning, I would like to forecast that, except in high fuel cost 
areas, 5 years hence the svread in price between federally produced power and 
locally produced power, either from steam plants or otherwise, will be much less 
than it is at the present time. 

Mr. Aanpbaunt. I would like to follow up the statement that you 
made just before we referred to this quote. In that statement you 
left the inference that we were going to base our power rates on rates 
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that are being charged by private utilities. That is not correct at all. 
We are going to base our power rates on the obligations that we 
have to meet, and it is my forecast that in the future the spread is 
going to be less than it has been in the past, not because we are going 
to follow the criteria of the rates that private utilities are using, but 
that we are going to establish rates on sound business principles that 
are required within the Government; and when that is done, there is 
not going to be as big a spread as there was in the past. The inference 
that you made was incorrect. 

Mr. Hanton. That was merely an opinion that you feel the rates 
are going to be increased, is that right? 

Mr. AANDAHL. Yes. 

Mr. Hanon. You have no reason for knowing the rates are going 
to be increased? 

Mr. AANDAHL. I have reason for expecting that they will be. 

However, no specific suggestion of new rates has been made at the 
present time. Every bit of information that I can get from the 
resources that we have in the Department of the Interior and the 
Bureau of Reclamation indicate that sometime in the near future it 
will be necessary to have some increase in the rates to meet the obliga- 
tions that must be met by the Department of the Interior. 

Mr. Hanton. I wonder if it wouldn’t be well to read your whole 
paragraph 

Mr. Aanpaut. I would be very glad to have you do that. 

Mr. HANton (reading): 

Both by the affirmative statements in the present power policy and also by 
omission of provisions that were in the previous power policy, it is apparent that 
it will be the Federal Government’s purpose to dispose of Federal power in com- 
munities in such a way that it will not disturb established retail systems. 

I don’t understand “retail systems” in that context. That has 
nothing to do with rates. 

Mr. Aanpant. No. 

Mr. Wise. Mr. Chairman, would it be in order for me to suggest 
that perhaps it would make for a better record if Mr. Hanlon were 
allowed to finish his statement and then be subject to any questions? 

The CuarrmMan. No. Mr. Aandahl can interrupt at any time he 
wants to. It is his speech. 

Mr. Aanpaut. Mr. Hanlon was not expressing his own opinion, 
but he was referring to a speech that I made, and placing an inter- 
pretation on it. I want it clear in the record as we proceed. 

Mr. HAaNnLon (reading): 

At the local level people should determine for themselves whether they want 
yublic power or want to have their power needs supplied by private enterprise. 
The Federal Government should not attempt to influence those decisions. Inso- 
far as Federal power is offered for sale at prices lower than power can be produced 
locally, and this power is made available first to preference customers, it of igelt 
creates a desire among local people to become preference customers. 

You see why I wanted to read the rest of it, because it has an 
inference. 

“As a word of warning, I would like to forecast that except in high 
fuel cost areas’’—going back to the statement I previously read. I 
wanted to bring out that it looked like the rates were going to be put 
up, so that there wouldn’t be any encouragement for preference users. 

Mr. AAnpAnL. You have gotten the wrong notion, and probably 
the statement wasn’t worded as carefully as it should be there. It is 
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not the intention of the Department to establish rates in conformity 
with what is being charged by local utilities. The thing that 1s 
inevitable within the Department of the Interior, if we are going to 
conduct our power-sales policy in a businesslike manner, will ‘be some 
increase in rates that will reduce the spread that exists at the present 
time. 

Mr. Hanwon. I will continue on with the next paragraph of your 
talk, Mr. Aandahl. 


The law provides, and the present administration supports the law, that public 
bodies and cooperatives be recognized as preference customers. Within a reason- 
able marketing area Federal power will be sold to preference customers on a long- 
time basis in such amounts as they are able to use. Any remaining power will be 
sold to nonpreference customers on a similar long-time basis with the particular 
objective in mind of benefiting as many as possible of the rural and domestic 
customers in the area. It is the well-established purpose of the Congress as 
expressed in basic law to make as widespread a distribution of Federal power as 
possible in order that the comforts of living and the efficiency of homespun economy 
may be kept at a maximum. This includes the rural and domestic users who 
receive their supply of power through nonpreference as well as those who receive 
it through the preference agencies. When a marketing pattern has been estab- 
lished for the maximum benefit of all, it should not be disturbed. Therefore, 
after meeting the needs of preference agencies, it is proposed that the remaining 
power be sold on an equally long-term basis to nonpreference agencies. The avail- 
ability of remaining power to nonpreference customers, together with prospective 
reduced differential in the price of Federal and locally produced power, should 
materially reduce the unfortunate pressure on local communities to establish 
local publie-power entities just to make Federal hydropower available to them- 
selves 


I think the two paragraphs confused me, and I thought there was 
an inference that rates were going to be brought up to stop this move 
of public power as you mentioned. I don’t know exactly where any 
public power has been brought about by cheap hydro power in our 
area or the prospects of it, but I did want to bring that out at this time. 

I think I would like to read one statement more, as long as we are 
into your speech: 

The matter of power rates is now being carefully reviewed by the Corps of 
Engineers 
this is talking about rates 


the Department of the Interior, and the Federal Power Commission. The rates 
will be kept at the lowest possible figure, but we must be realistic and recognize 
the costs and expenses that are properly allocated to power. 

This bothers me. 

It is time that we get away from the idea of giving power away at the taxpayers’ 
expense for the purpose of stimulating local public power and later its absorption 
by the Federal Government in an objective headed toward ultimate complete 
Federal Government monopoly of power. 

I didn’t know that we were giving it awav at the taxpayers’ ex- 
pense, and I don’t know of any place where the Federal Government 
has taken anything over in the basin. 

Mr. AanpDAHL. Insofar as you have raised that question, I think a 
word of explanation is in order. 

lhe Bureau of Reclamation in the Missouri Basin will be selling a 
large amount of power that is generated in ae ee that have been 
built by the Corps of Engineers. Fort Peck, Garrison, Oahe, Fort 
Randall, and Gavins Point are all projects in that category. 

The C orps of Engineers have presented to the Congress a projects 
report, and in that report they have estimated the cost of the project, 
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and they have allocated those costs to different purposes, power be- 
ing one of the purposes. We find that the power-marketing agency— 
and in the Missouri Basin the Bureau of Reclamation which is the 
power-marketing agencv—is not accepting the cost allocations to 
power that the Corps of Engineers have used when they got the ap- 
propriation to build those projects. 

If we set up a rate to liquidate a lower cost of power, then it is tax- 
payers’ money that is making up that difference on a basis that was 
not anticipated at the time that Congress authorized the project and 
made the appropriations for its construction. 

Mr. Hanton. That was Corps of Engineers figures only? 

Mr. AanpanL. That was Corps of Engineers as contrasted to 
Bureau of Reclamation. We are in the process of trying to iron out 
those differences, and I hope that we can come to an interdepartmental 
agreement as to the formulas that should be used in determining cost 
allocations. 

There is another factor that is going to affect the price of power in 
the Missouri Basin, and that is the fact that the rates that are now 
proposed are in reality nothing more than interim rates that were 
suggested early in the construction period. The dams, the power 
units, the transmission facilities have all been built during a period 
of inflation, and we find that the construction costs are substantially 
in excess of the anticipated cost at the time that the estimates were 
made, and when the final figures are submitted—and it will be some- 
time in the future that we get those final figures—I am quite confident 
that we are going to have costs that were greater; without referring 
to the question of allocation at all, we are going to have costs that 
are greater than were estimated at the time that the rate schedules 
were worked out. 

Mr. Hanton. I agree wholeheartedly with you. You have a 
problem in rates. Actually, you are quoting Army engineers figures. 
What about the Bureau of Reclamation? Did you operate prior to 
the criteria at a loss? After all, you have had experience. You are 
selling a considerable amount of power. Are you selling that at a 
loss now? 

You are talking about Fort Peck and some of the western projects 
that you have in the basin. 

Mr. AAnDAHL. I believe in my statement—and I am going to ask 
you to read the statement again so I can get the exact wording there. 
I don’t mean the full statement, but just the sentence that deals with 
that, the one sentence in that statement. 

Mr. Hanton. You are referring to the first one about rates, ‘‘As a 
word of warning’’? 

Mr. AANDAHL. No; selling power at a loss. You read it just a 
moment ago. 

Mr. Hanton. “Tt is time that we get away from the idea of giving 
power away at the taxpayers’ expense * * *”’ 

Mr. Aanpant. Yes. That statement doesn’t imply that we have 
actually sold power at a loss, | ut it does imply that there has been a 
concept of selling power at less than cost and that we should not 
proceed further on the basis of that concept. 

Mr. Hanton. Do you mean to say, then, that the people who have 
made that statement should not be saying it? Is that what this 
sentence means? You don’t mean it has been sold or given away. at 
the taxpayers’ expense? Your statement means 
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Mr. AANpDAHL. No. There has been a concept in the past that we 
should establish a low-cost rate that would involve the Government’s 

icking up part of the expense check with taxpayers’ money. 

Mr. Hanon. Just where is that concept? 

Mr. AANDAHL. That concept is involved when you apply a cost 
location formula that is different from the cost allocation that was 
ised in getting the appropriation of Government money. 

Mr. Hanton. May I put it another way? What you are saying is 
that you are not going to use the formulas we have used in the past. 
We are going to find a new one. 

Mr. AanpanL. No, we are going to work out a cost allocation 
formula, if possible, in which the departments of the Government will 
pe In agreement. 

Mr. Hanton. I understand that there were, I think, 37 formulas 
to come up with any rate you want. 

Mr. AAnpAnL. I am not sure how many there are, but there is a 
large number. 

Mr. Hanton. So you are going to pick a different one than we have 
been using in the past. 

Mr. Aanpaut. I don’t think it will be a different one. It will be 
a matter of getting these problems ironed out so that the several 
departments of the Federal Government will be in agreement as to 
the type of formula that should be used on the various projects, and 
not necessarily the same formula for every project. 

Mr. Hanton. The reason I am bringing that out, you see, I am 
representing the people, and are the people going to be called in to 
make an agreement on that formula, or is it just going to be the 
Government agency? 

Mr. Aanpant. I think it is specifically a responsibility of the 
Government agencies to be in agreement. 

Mr. Hanton. The people don’t have to be in agreement on what 
the Government agencies do on such allocations, is that right? 

Mr. AaAnpanL. I don’t want to get away from the concept of a 
responsibility to the people, but the officers representing the various 
departments of Government have been elected and placed in positions 
of responsibility by the people, and those officers should be in agree- 
ment as to basic cost items, and the allocations to those cost items. 

Mr. Hanton. But you don’t have a utility responsibility any 
longer. 

Mr. AANDAHL. But we do have a responsibility of repaying the 
Government investment in power. 

Mr. Hanton. Hasn’t it been in all the policies, and I think in 
many of the acts, that they always speak about that partnership of 
the people with the Federal Government on all Federal hydro plants? 
That is why I say, are the people going to be able to be heard on this 
new rate that you are talking about, this new formula you are going 
to get? 

Mr. AANDAHL. You are bringing several factors in here that 
probably are not a part of our immediate discussion. Our immediate 
discussion is on- 

Mr. Hanton. Is on the criteria. 

Mr. Aanpanu. No. Our immediate discussion is on the question 
of cost allocations. 
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Mr. Hanton. May I put the question simply to get away from 
that: Will the people have anything to say about what you use as a 
cost allocation formula? Is it some thing that some morning we have? 

Mr. AanpAuL. The responsibility of working out an agreement on 
cost allocation formulas is a responsibility of the Federal departments. 

Mr. Hanton. That is not a utility responsibility. That is a 
responsibility of getting your money back. 

Mr. AANDARL. Yes. 

Mr. Smirney. Mr. Secretary, can you tell me, at what point do 
you intend to exercise this new policy; prior to the time that the 
estimates are submitted to the Appropriations Committees, or 
subsequent to that time? 

Mr. AANDAHL. Is your question directed specifically to the question 
of cost allocation? 

Mr. SmirHey. Yes, sir. 

Mr. AANpDAHL. For the past several months in the Department of 
the Interior, we have had a committee studying the cost allocation 
formulas that are used by our four power marketing agencies. We 
find considerable variance right within the Department of the In- 
terior. We are trying to get those differences ironed out so that our 
agencies within the Department of the Interior will have a somewhat 
uniform procedure. 

Then the next step will be to go into conference with the other 
Federal agencies—the other Federal agencies are the Corps of En- 
gineers, the Federal Power Commission, the Bureau of the Budget- 
and seeing if together we can’t work out an interdepartmental 
agreement on the type of formula we should use in determining cost 
allocations. 

Mr. Smiruey. Where does the ultimate responsibility lie; in your 
Department, sir? 

Mr. Aanpauu. The responsibility for power marketing rests within 
the Department of the Interior. 

Mr. SmirHey. What about the cost allocation responsibility? 

Mr. Aanpanu. I would say that it is a joint responsibility of the 
four Federal departments that I have mentioned. There is no ques- 
tion but that the Federal Power Commission has a responsibility in 
ratemaking and must be interested in cost allocations. There isn’t 
any question but that the Corps of Engineers have a responsibility in 
cost allocations when it presents a project report to the Congress and 
gets appropriations. There isn’t any question but that the Bureau 
of the Budget has a cost allocation responsibility when it reviews the 
requests for appropriations that come both from the Corps of Engi- 
neers and from the Bureau of Reclamation. So all of those four 
Federal departments have a responsibility, a very definite responsi- 
bility in cost allocations, but they are not in agreement. 

We hope that we can get together and work out a satisfactory 
understanding among those departments, but it is a most difficult 
task and it is going to take some little time. 

Mr. Tupor. Mr. Chairman, may I add something to that. 

We are talking about two different things. One is the question of 
cost allocations on projects that have been completed. We are also 
talking about cost allocations on projects that are being planned. 
In the former case I think an example would be in point. 
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This is particularly true in the Southwest Power Admunistration. 
The Congress was very critical of what the Department of the Interior 
did in that instance. In that instance the dams were built by the 
{rmy engineers, and in two cases I believe the Congress specifically 
ndicated how the cost allocations should be made. In the other 
cases they did not so indicate what formula should be used, but 
nonetheless the appropriations and authorizations were made on a 
showing of the Corps of Engineers 

Thereafter, the Southwest Power Administration applied a different 
formula for allocating costs for all but those first two projects and 
reduced the amount of costs that were chargeable to power. 

| don’t know of any case in the Missouri Valley, although there 
might be. 

There are some other cases where the Congress has seen fit to direct 
that the cost allocation be made by the Federal Power Commission. 
That is the case of Bonneville Dam on the Columbia and McNary 
Dam, also on the Columbia. There may be others, I am not sure 
about that. 

It is a little up in the air, as far as the law is concerned, in many 
instances, but we believe in our Department now that the cost alloca- 
tion should be made by the agency that builds the project and makes 
the presentation to Congress. That is where we are in a bit of diffi- 
culty on some projects where the costs have been allocated in the 
past and we are reviewing those. 

Mr. Hanton. That was my question, Mr. Tudor. Undoubtedly 
in cost allocations they don’t all come out at the same rate. The 
Bureau of Reclamation and the Army engineers have a wide spread. 
| am saying that you have no basic law to go under; that you have 
four agencies now that can’t come into agreement, and somebody is 
wrong. It is hard to say that 3 Government agencies are wrong and 
only 1 is right. So isn’t it something that the people probably should 
decide or Congress should decide for the people? 

That is the reason I am bringing it in, because I am representing a 
croup of farmers and not any Government agency. 

Mr. Tupvor. The point I am making is that we are talking about 
projects that have been finished and on which Congress has acted 

Mr. Hanton. No; we are talking about 

Mr. Tupor. I will break it up into two points. I will follow with 
the second part, if I may. 

The first part is projects which have been completed and which 
Congress has authorized and appropriated money for on a certain 
showing. I think we should abide by what Congress has said, and 
the presentation, and should not go off and make a second allocation 
of our own. 

Insofar as future projects are concerned, on that point we are 
endeavoring to get toegther with the Army engineers— 

Mr. Hanuon. Are the Missouri Basin main stem dams called 
future projects? 

Mr. Tupor. They may be. 

Mr. Hanton. I am trying to confine it to the main stem dams that 
we have now. 

Mr. Tupvor. The ones we have now, if they have been authorized 
and appropriated for, then Congress in effect has set up the way 
they will be allocated. 

41455—54—pt. 1——8 
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Mr. Haniton. They haven’t, though. Maybe they should have, 
but I think that is what you were saying, Mr. Aandahl, that they 
haven’t. There is nothing in the Flood Control Act of 1944 that 
says who has the responsibility. You do have some in the Fort 
Peck Act, but you don’t in the Flood Control Act of 1944. 

Mr. Tupor. Then we will assume that the agency that gets the 
project, gets the appropriation, and makes the presentation to Con- 
gress, would be the agency that should make the cost allocation. 

Mr. Smirney. Hereafter you will be bound by that allocation; is 
that what you are saying? 

Mr. Tupor. We will be bound by the allocation that the agency 
that presents the case before Congress makes. 

Mr. Smiraey. You are withdrawing any review that you might 
have as a department? 

Mr. Tuvor. No, we will review and discuss it with them, and if 
we think we have a case ~ 

Mr. Smiruey. You will change it? 

Mr. Tupor. We will present that to them. We won’t change it, 
no. 

Mr. Hanton. You won’t change it, regardless of the irrigation 
people and the co-op people? Irrigation comes into this thing. 

Mr. Tupor. Not if Congress has appropriated and authorized a 
project for the Army engineers. You can go to the Army engineers 
for their cost allocation. It is their dam. 

Mr. Hanton. I am getting away from that. That isn’t what 
Mr. Aandahl stated is happening. 

Mr. Tupor. That is what I am trying to get at. As to future 
projects 

Mr. Hanion. Are you on future or the present ones, or what? 
Let’s get this straight. 

Mr. Aanpaunw. I am talking about all projects, both present and 
future. 

Mr. Tupvor. This matter of getting together with the Army engi- 
neers on a system of cost allocation bas to do with future projects, and 
we are having meetings now to work out what we believe among us to 
be the best method of cost allocation. The Congress has gotten out a 
report on that. The Bureau of the Budget has some ideas. We are 
endeavoring to get together. Our presentation to the Bureau of the 
Budget and to the Congress will thereafter be on that kind of cost 
allocation. 

Mr. Hanton. But, Mr. Tudor, we were talking about the present 
situation. Mr. Aandahl has testified that so far we have only grabbed 
a rate out of the air, the Fort Peck rate, and applied it to the Missouri 
Basin. 

Now we are talking about that situation. What is happening on 
that? 

Mr. Tupor. I think I can answer that specifically this way: Where 
it is an Army engineer project, we have asked them for their cost 
allocations. 

For example, the McNary Dam on the Columbia, we have asked 
them to give us their cost allocation. Actually, they will go to the 
Federal Power Commission, because the law requires that. 

But if it is their dam, we are simply the marketing agent for their 
power. We will ask them for their cost allocation, and we will use 
that except if we take exception to it, we will argue with them. 
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In the final analysis, we will accept the building agency’s cost 
illocations 

Mr. Hanton. That again is what bothers me in the statement. 

felt the formulas would increase our rates. The Bureau must have 
iad some criteria to go on about what rate there should be. I think 
they have had in the past. They have operated a considerable 

mount. Now, are they going to throw that out and take the engi- 
neers’ figures, because we all know the engineers’ figures are much 
higher? 

\ir. Tupor. In the Southwest Power Administration? 

\ir. HANton. No; on the Missouri Basin. 

Mr. Tupor. I am not familiar with particular projects there. 

Mr. Hanton. Isn’t it true that there is quite a difference between 
vour figures and the Army engineers’ figures on the cost allocations 
of power? 

Mr. AANDAHL. Do you have any figure information there? 

Mr. McPuatn. Yes; there is a very considerable difference. 

Mr. Smrruey. Which is the higher? 

Mr. McPuatt. The Corps of Engineers’ allocations to power are 
much higher than the one the Bureau has assumed. 

Mr. Smiruny. By a considerable degree, you said? 

Mr. McPuat. By a considerable degree. 

Mr. Hanton. That is an important point. There is no agreement. 
You people are practically 180 degrees apart. 

{re the people going to decide this? We know the Federal Power 
Commission is not authorized to come in on this; is that right? 

Mr. AanpaAnL. There is a question about that. We are not sure 
of the law. 

| might say on this question of cost allocations and on the responsi- 

ility of the Federal Power Commission with respect to the Missouri 
Basin, we have had the matter under consideration. We have given 
it a lot of thought. 

| think it is probably correct to say, Ralph, that we haven’t come 
to departmental agreement as to what should be done 

Mr. Tupor. On those we are working with the Army engineers. 

Mr. AanDanL. Yes. That is pretty much an open question. I ex- 
pect that in the final ironing out, there is ee going to be some 
inbetween. position established and, as a result of that, I expect to 
see some slight increase in the amount "of repayment that will be 
required from power. 

We haven’t reached the point, we have no rate schedule that we 
are suggesting. The whole matter is up for study. We will try to 
resolve it as quickly as possible, but it isn’t going to be resolved too 
soon 

Mir. Hanon. I hate to keep harping on this, but will the people 
themselves—we, the people, the local interests, and so forth—you 
having no utility responsibility, will they be able to be heard on those 
rates? It is going to be a matter of judgment. You are going to 
have to pick one of those 37 formulas. Either you pick a high one 
or a low one 

Mr. AANDAHL. We hope—let me state it this way: We expect to 
work out an equitable determination that can be approved by the 
four Federal departments that have responsibilities in that deter 
mination 
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The CuarrmMan. As I understand your question, Mr. Hanlon, you 
want to know whether or not the co-ops are going to have a chance 
to appear before those four different agencies. Is that the question? 

Mr. Hanon. Can we be heard? That is it, Senator. 

Mr. AANDAHL. We haven’t gotten to a point where we have de- 
cided just what is going to be done, and I don’t know whether there 
will be any public hearings on the question or not. 

Mr. Hanuton. You see, the reason | am bringing that out, we have 
had 90 days to make up our minds about buying power or making 
application for it. We have had trouble making up our minds, on 
one of the things about which we are not too sure, about what you 
are going to do about rates. If we could only get our power needs 
satisfied through 1956, we have to find some steam capacity between 
1956 and 1960. It might be well that we buy a bigger generating 
plant. Maybe we would like to get the preference on some of this 
peaking capacity. If we do, we should have our studies completed on 
them. 

We don’t know. You can’t make up your mind in 90 days, and | 
don’t think we can. 

Mr. AANnDAHL. We will make the information available as soon as 
we have it. 

Mr. Hanton. We would like to do the same with our proposition 
|Laughter.] 

The CHarrMan. Lama little puzzled. How can you determine how 
much of this power you want until you know what the price is? 

Mr. Hanon. That is right, because we have to have some purchas- 
ing power. We don’t know. 

Mr. AANpDAuHL. You will bear in mind that under the previous policy 
and under the contracts that have previously been approved, there is 
a provision in there that the rates are subject to review and adjustment 
on recurring intervals. 

Mr. Hanton. I agree. 

Mr. AANDAHL. You are given no firm guaranty of price even under 
the former guaranty or policy. 

Mr. Hanton. You have exercised your option already to give us 
up to December 12 to make up our minds. We have two choices, 
to accept the rate or cancel the contract. 

Mr. AANDAHL. That is provided in your former contract, and there 
is no change in policy as far as that question is concerned. 

Mr. Hanton. Not as far as rates, but there is as far as utility re- 
sponsibility. We discussed that earlier, and I don’t want to go back 
into it. 

The CuHarrMan. It is obvious you cannot finish tonight. 

Mr. Hanton. That is right, sir. 

The CuarrMan. We will adjourn until 9:30 in the morning. 

Mr. Hanton. Thank you. 

(Whereupon, at 5:30 p. m., the hearing was recessed until 9:30 
a. m., Tuesday, December 8, 1953.) 
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TUESDAY, DECEMBER 8, 1953 


Unirep States SENATE, 
SUBCOMMITTEE ON MonopoLy AND ANTITRUST 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 9:30 a. m., pursuant to recess, in room 424 
Senate Office Building, Senator William Langer (chairman of the sub- 
committee) presiding. 

Present: Senators Langer (presiding) and Kilgore. 

Present also: Senators Watkins, Dworshak, Murray, Johnson 
Colorado), and Mansfield. 

Present also (staff): Wayne H. Smithey and Thomas B. Collins, 
professional staff members. 

Present also: Carroll Day, State senator of North Dakota; and 
William C, Wise, counsel, Missouri Basin Electric Consumers Associa- 
hon 

The CHAiRMAN. You may proceed. 


TESTIMONY OF VIRGIL HANLON, MANAGER, EAST RIVER ELECTRIC 
POWER COOPERATIVE, MADISON, S. DAK.—-Continued 


Mr. Smirany. Mr. Hanlon, will you pick up where vou left off 
vesterday afternoon? 

Mr. Hanton. Mr. Chairman, vesterday, to bring us back to date, 
| was reviewing the step-by-step development of how we found out 
about the criteria and what we tried to do prior to that time in assist- 
ng in the preparation of such policy. 

The policy itself was issued in September, the western division on 
the 14th and the eastern division on the 15th. 

[t so happened that Assistant Secretary Aandahl was going to 
Pierre for a League of Municipalities meeting, and through arrange- 
ments of Senator Mundt he granted us an afternoon’s time for dis- 
cussion, but we at that time did not intend to talk about the criteria, 
because we didn’t know there was such a thing; mainly, again, to talk 
about various things that we would like to see put into any new policy 
for the basin. 

After the arrangements were made and the day that we got to 
Pierre, the newspapers carried the story that there was a new criteria. 
I believe we were probably the first people to see the new criteria in 
the field. You had one copy with you at that time. Am I right, Mr. 
Aandahl? 

Mr. AANDAHL. I am not sure whether you were the first people to 
see it, but I had a copy with me and we talked about it at the Pierre 
meeting. 
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Mr. Hanton. We had some 50 cooperative people, along witir 
Senator Mundt and our Governor, Sigurd Anderson. Then, of course, 
ve had only a brief time to discuss the new criteria because there was 
only one copy among a group like that, and it was hard for us to 
analyze it. So I think it is safe to say that we objected immediately 
to this removal of the recapture clause as it was set up in the criteria 
We felt strongly for that. In fact, to show how we felt about it, at 
one time the South Dakota group protested to Secretary Chapman 
because he signed a contract with Northwestern Public Service Co 
for 15,000 of firm power and 45,000 of secondary power. 

Actually, the first power sales made off the Missouri River were 
inade to a power company in our State, but there was a 30-month 
recapture clause in it 

Mr. Smrrary. Mr oe in order that the record may be entirely 
clear as to terminology, when you refer to the ‘recapture clause,” 
you are referring to ies at has been pre viously termed the ‘withdrawal 
clause’’ or the ‘“‘withdrawable clause’’? 

Mr. Hanton. That is right; yes. 

Following that, of course, we received within a short time copies 
of the criteria itself, and then had a chance to study it. 

In our discussion at Pierre, one of the questions that came to our 
mind immediately was: Was the Rural Electrification Administration 
consulted prior to the issuance of the criteria? At that time, Secretary 
Aandahl said that REA had not been consulted in the issuance of the 
criteria. 

We, of course, were a little concerned about the fact that the new 
criteria, we felt, had broken the preference clause and the Flood 
Control Act of 1944, and immediately we started taking action to do 
something about it. We found out that on September 18 the Colorado 
State association had received the western division criteria and had 
held a meeting on the 18th at Craig, Colo., and passed a resolution 
asking—and I am going to submit that for the record—asking that 
the President intervene if the Secretary did not recall the criteria, 
because it was damaging to the cooperatives. They listed their 
reasons for feeling that it was hurting them. 

(The document referred to was marked “Exhibit I’ and filed with 
the committee.) 

Mr. Hanton. That was followed shortly by the regional meeting 
of the NRECA that was held in Rapid City, 8. Dak., on October 5 and 
6, and at that time the three States, South Dakota, North Dakota, 
and Minnesota, unanimously passed a resolution again protesting 
the new marketing criteria, asking that Secretary McKay withdraw 
or postpone this criteria and, if not, to have the President of the 
United States intervene in behalf of the cooperatives. 

I would like to put that resolution in the record, Mr. Chairman. 

The CHarrmMan. That is admitted. 

(The document referred to was marked “Exhibit J’’ and filed with 
the committee.) 

Mr. Hanton. Then following that, a regional meeting was held at 
Billings, Mont., on October 8 and 9, and at that time there were 
several resolutions, ver y pointed. I believe we have people from those 
regions who can tell more about the resolution, but again protesting 
the criteria, and I would like to submit that resolution also for the 
record, 
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The CHAIRMAN. It is admitted. 
The document referred to was marked “Exhibit K”’ and filed with 
he committee. ) 
Mr. Hanton. On October 12 and 13, the region 8 meeting at 
Oklahoma City, Okla., again passed a resolution protesting the new 
icy and criteria, and | would like to submit that resolution, also. 
The document referred to was marked ‘Exhibit L’’ and filed with 
| he committee.) 
The CHAIRMAN. How many were present at the Oklahoma meeting? 
Mr. Hanon. At the first Oklahoma meeting, 1 think we had a 
vistration of 80 cooperative people. 
The CuarrmMan. Eighty different cooperatives? 
Mr. Hanton. I wouldn’t say there were 80 different cooperatives 
ohty cooperative people, | should Say, be ause some of them were 
presented by their State associations, either their State president or 
their State board, and as a result all of the cooperatives did not get to 
he first Oklahoma meeting. 
| would like to clear that up. At the first Oklahoma meeting, 
because of these resolutions and hundreds of other resolutions made 
by farm organizations and by individual distribution cooperatives, it 
became apparent that everybody in the Missouri Basin has the same 


excitement about it. The secretaries of our State associations started 
1! . . es y . 

alling each other by telephone. ‘‘What are you doing in that 
tate?’”’? As a result of that, the ‘V decided the V woul | get together 


as many people as possible on a few hours’ notice and hold a meeting 
to see if all their thinking was the same and to discuss the criteria 
tself and what action should be taken. 

This was very spontaneous. In fact, at this Oklahoma meeting 
there was not even a title to the group for the first meeting. They 
vot together, these 80 people, and went through a complete analysis 
of their thinking on what the criteria was doing to the rural electric 
cooperatives. As a result, they set up representatives from the 10 
States to make a board of 10 directors to represent this group, who in 
turn sent a delegation of three of the directors, delegated to come in 
to Washington to present their case to Secretary Me ‘Kay. 

At that time I was appointed as a representative to make some 
arrangements for the group. The group itself was composed of 
cooperative people, that is, directors, managers, and you might say 
that in the day’s session we had fee ‘lings from the various farm organ- 
izations; we had the Missouri farmers’ organization’s representatives 
there, that is, people from that organization, not in any official capa- 
city; we had Farm Bureau people ‘there who testified the »y were Farm 
Bureau people and that they felt very strongly that this criteria was 
not the thing; then we had Farm Union people there, all working 
together. 

Everything that went through, every action taken that day, was 
unanimous. The feeling was strong. These people thought that 
something was moving on them too fast. 

They then developed and passed a resolution which I want to make 
a part of the record, and also a copy of the minutes of that meeting, 
if | may, Mr. Chairman. 

The CHarrMan. It is admitted. 

(The documents referred to were marked ‘Exhibit M”’ and filed 
with the committee.) 
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The CuHarrMan. Could you tell us approximately how many users 
were represented there? 

Mr. Hanton. They took a count that day of the people, approxi- 
mately 850,000 farm users. Those figures are quite approximate 
because ‘they set down and took them statewide. I think it was 
shortly under a million users. 

The resolution that was developed that day was not to throw the 
criteria out, but they felt if they had time, if they had a year’s post- 
ponement of the criteria, it would give them a chance to study it 
further to see what effects it was going to have on the people of the 
basin, and also to give the Department of the Interior a chance to 
work with the cooperatives in any revisions that they felt would be 
necessary. So the resolution was made, asking the Secretary of the 
Interior to postpone the criteria for 1 year. 

The second part of the resolution was that, should they not post- 
pone the criteria, they would seek an injunction against the Secretary 
of the Interior, or whatever parties necessary, trying to stop its 
enactment. 

Mr. Smirney. Was that in the belief that the action taken by the 
Secretary of the Interior was illegal? 

Mr. Hanton. That is right. No legal opinion was developed. 
As I say, it was a group of farm leaders and managers getting together. 
They felt that there was a violation of the preference clause, and they 
felt that they wanted to seek an injunction to stop it, on the basis of 
the preference clause. 

[ might go through a little further. That meeting was October 22. 
On October 26, I came into Washington on other business, and 
was delegated, because of being in W ashington ahead of the com- 
mittee that was trying to find an appointment with McKay—I 
came in here trying to have a chance to talk to Secretary McKay 
about this problem and explain the feeling of the people in the basin. 

Through Senator Mundt and Governor Anderson, McKay con- 
tacted me on October 30, at which time Lloyd Caulkins, who is in 
the room, and myself had a chance to discuss the matter briefly with 
Secretary McKay. It was on this same day that a memo had come 
to his desk, of October 27, over the signature of Secretary Aandahl, 
making further explanation of the criteria. 

Secretary McKay informed us that as far as he was concerned, the 
postponement or anything that was to be done with the criteria 
itself was in the hands of Assistant Secretary of the Interior Mr. 
Aandahl. So at that time he called Mr. Aandahl’s office, and we had 
a chance to discuss it at the same time that Rural Electrification 
Administrator Ancher Nelsen, was in his office. 

We felt that the issuance of October 27 showed there was some 
need for change in the criteria, although there was explanation in 
that that there would be no rushing into long-term contracts, and so 
forth. I am not sure if it altered the criteria a bit, and I don’t think 
1 should express that. That probably would be a legal question. 
We had testimony yesterday on many things in the criteria that are 
going to be changed, or at least from the testimony yesterday are 
not going to be the same, but we still feel the criteria is in its original 
form and hasn’t changed, and that it is still the information that is 
going out to the field people on which contracts are to be negotiated. 

I will give you a little background of the October 30 meeting. We 
discussed this thing also with Ancher Nelsen, and Ancher Nelsen, of 
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course, had mentioned that he had not been consulted. I believe 
that was the first conference he had had with you on the criteria then; 
s that right? 

Mr. AANDAHL. I am not sure whether it was the first conference or 

1t. We talked about it at the time, however. 

Mr. Hanton. Mr. Aandahl consented to be in attendance at our 
management conference which was called by the Rural Electrification 
\dministration on November 4. REA Administrator Nelsen acted 
as chairman at the meeting, at which Mr. Aandahl presented the 
criteria to the group and made some explanations of the criteria as 
far as he was concerned, 

After the meeting, I asked Administrator Nelsen whether he had 
had a chance to study what effect this criteria would have on the loans 
that were made by the Rural Electrification Administration. At 
that time he said he had not had a chance to make such a study. 
| was particularly concerned because, to show what REA had thought 
of the eriteria, they had written a letter of October 15 making certain 
recommendations to the cooperatives in South Dakota, members of 
the East River system. I would like to take the time to read those 
recommendations to show that the Rural Electrification Administra- 
tion did not understand the criteria. 

1. Your member cooperatives have approved contract with the Bureau for 
specified amounts of power which may differ from their latest estimated require- 


ents for the next 3 years. Should any member need additional capacity, it 
ould be requested by that member in writing prior to January 1, 1954 
2. The power which the Bureau is making available in the years 1954 to 1956, 
clusive, is only a part of the total to be made available in the future; it, there- 
fore, appears that your member cooperatives will be able to obtain additional 
power from future offering and it will not be necessary, at this time, for them to 
request power in amounts in excess of their estimated actual requirements through 
1956 
It is recommended that the power cooperative coordinate the activities of the 
individual member cooperatives in taking the following steps on this supply 
problem: 


a) Required action to determine as precisely as possible power requirements of 
each member cooperative to and including 1956. The new rate schedule of the 
Bureau provides for the payment of a minimum annual capacity charge of $7.20 
per kilowatt of contract demand as pointed out in paragraph 4 above. In existing 
contracts some members may have stated contract demands with a greater margin 
than necessary in excess of their estimated 1956 requirements. In such instances 
the economic advantages of requesting a reduction in contract demand should be 
considered. 

I wanted to point thatout. If the Rural Electrification Administra- 
tion had understood the situation, they certainly would not ask the 
cooperatives on bona fide contracts they had to reduce their requests. 
Chey also would not have asked them enly to think of their power 
needs through 1956 on the East River system, because that means that 
between 1956 and—I don’t know if it has been stated here or not. 
lhere has been requested such information, I think, of Mr. McPhail 
yesterday, but I do not believe that there is any power to come in 
between 1956 and 1960 or 1961. Therefore, during that period of 
1956-61, the cooperatives are going to have to find an additional 
source of power. 

If they knew the system as I showed on the chart yesterday, of East 
River, they know it is impossible for us to buy and parallel our opera- 
tions with any other power source; that is, because of our integration 
with the Bureau of Reclamation, because of the fact that Northern 
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States in their contract with us have always insisted that they would 
not parallel their operations with the Bureau’s. Therefore, we would 
have to build a generating plant, we would have to get the loan 
immediately and have it in operation by 1956, or there is going to be 
another power shortage in South Dakota. 

It seemed a little bit asinine to the people that here were these 
tremendous amounts of hydro power coming in to South Dakota the 
first time in 1954, that we were going to have to talk about a generating 
plant in 1956, when the Rural Electrification Administration had made 
loans only feasible because of hydropower, and made the loans on a 
35-year basis. 

I think possibly 1 would like to introduce this letter of recom- 
mendation from REA to show they did not understand the problem. 

The CuarrMan. It is admitted. 

(The document referred to was marked ‘Exhibit N”’ and filed with 
the committee.) 

Mr. Hanton. I want to say that since that time I have had the 
understanding from Administrator Nelsen that they are making 
further studies. They have not rescinded the copy of the letter, nor 
do I know at this time that they know exactly what effect the criteria 
is having on their loans or not, but at least we have not heard anything 
from them. If they can’t get the information, it is pretty hard for 
the cooperative people in the field, because I think they have the best 
source of such information. 

The Cuairman. To what information do you have reference? 

Mr. Hanuon. | am talking about what happens to their loans if 
the cost of power or these penalties or whether they have to make 
additional loans for generation plants. It is quite important. After 
all, the budget request is going to come in pretty quick. In our 
instance, for instance, the board of directors already have passed a 
resolution requesting a loan of $6 million for a generating plant, 
hoping that they don’t have to build this plant but just only to secure 
the power needs of the people. 

Naturally it is going to take some time to make a study of whether 
we can afford to do it, whether the Rural Electrification Administra- 
tion can find feasibility in making such a loan. I am talking all the 
time of East River. We are only one of many, many cooperatives 
in the Basin. So the problem becomes of great magnitude when you 
spread it over the 10 States. 

The CuarrMan. It involves the very life of your cooperative, does 
it not? 

Mr. Hanuon. Absolutely, and member cooperatives as well. 

That same week, the NRECA had had prior arrangements to meet 
with the President, and I was given permission to briefly present this 
problem to the President. At that time I asked the President for 
postponement on the basis that none of us had time to study it, and 
that there was considerable confusion between ourselves, the Bureau 
of Reclamation, the Department of the Interior, the cooperatives, 
and the people, and everybody concerned. We thought there was 
justification for a postponement of the criteria. 

Mr. AanpAHL. May I ask a question here, Mr. Chairman? 

The CHarrMan. Yes. 

Mr. AANDAHL. You speak of a generating plant of your own as the 
only possibility of making up any shortage in power that you get 
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from the Bureau to meet the needs of your system. Is there any 
eason why you couldn’t buy 75 percent of your requirements from the 
Bureau of Reclamation and run it into the system that you have 
there, and buy 25 percent from Northern States Power Co., which is 
presently supplying you? Is there any engineering reason why those 
two quantities of power couldn’t be integrated into the system without 
any difficulty? 

Mr. Hanon. That is not an engineering problem of mine. It 
robably was of Northern States Power Co., the only supplier of 
power we have in the area, the East River area. That same question 
came up when we tried to contract for power, and maybe Mr. McPhail 
remembers it, and the feeling we had back in those days. Northern 
States Power refused to parallel our operations because of the many 
problems they had on their own system I am not going to answer 
what the problem is now. We haven’t approached them. 

[t again shows that is one of the steps we have to take if this criteria 
roes into effect, that study, the study of the possibility of a powerplant, 
and maybe this talk of some secondary power. We might want to 
buy some of your secondary power that would make the feasibility of 
the loan. If that secondary power gets sold on a nonrecapture basis, 
we lose that secondary power that might be very important. It 
might be the peaking capacity would be very important. 

\gain I say, it all takes a considerable amount of work, and I don’t 
think any engineer could prepare a complete analysis, in the time we 
have to make up our minds, about how much power to apply for. 

Mr. AANDAHL. The opinions that have just been expressed here 
indicate how important it is to have integration of the Federal power 
with the local sources of power of all sources, and that is part of the 
work that lies ahead. 

Mr. Hanton. We are not in disagreement with that. I think you 
understand that manv of the cooperatives have integration contracts 
with power companies. We know the efficiencies of mixing the load 
factors of various systems. At the same time, again we don’t want to 
be in the position that we do have to pay high-priced power to the 
power companies. The feasibility of most of the cooperatives on the 
Kast River system was set up on a top cost of power, 8.2 mills. Right 
now it is costing them some 13 mills, or 9.5. You can see that Rural 
Electrification made a mistake in making their loan to us. It was a 
mistake unless we are able to get low-cost hydro power from the 
Missouri Basin main stem dams. 

Mr. Aanpanu. The reason I have asked the questions and brought 
this discussion into the record at this time is because I feel that you 
have grossly overestimated the impact of the marketing criteria on 
your cooperative. 

Mr. Hanon. That is a matter of degree, you mean? 

Mr. Aanpan.. I feel you have grossly overestimated the impact. 

Mr. Hanton. I am try.ng to say that we are not estimating; that 
we pretty well know the impact of it. That is the point that I am 
bringing out. 

On November 16, after we had been refused by Assistant Secretary 
Aandahl to postpone this criteria—refused on November 4 at the 
meeting over at the Agricultural Building—refused to postpone it, 
and we knew he had the authority because of the statement of Secre- 
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tary McKay, the group in the basin again put out notice on, I think 
about 24 hours, to get together at Omaha for a second meeting. 

That group gathered. At that time I believe it was around 170 
people in attendance. All cooperatives were invited to come in and 
discuss what steps they should take because of the previous resolution 
They didn’t want to take any action in the first group because it was 
so hurriedly called together, and many of the cooperatives did not 
have a chance to be heard at that meeting. This meeting was opera 
to all. At that time they made a request to the Administrator of the 
Rural Electrification Administration to study and find out what im- 
pact the criteria would have on the loans that had been made by that 
agency, and what effect the criteria of another agency would have on 
such Government loans. 

The CHarrMan. How many users did the second meeting represent? 

Mr. Hanwon. It actually would represent the same group, the 10 
States that were at the first meeting, Senator, the 850,000 farm users, 
approximately. 

At that time they again debated the major part of the day what 
they should do. Many of them felt they didn’t like to have to go 
through the procedure of seeking an injunction against a Governmen! 
agency, but they were unanimous in passing such a resolution, and 
at that time they hired the attorneys Potamkin & Wise to represent 
them and to make a study and take whatever action was necessary, 
and to work with the Board of Directors from the 10 States. 

That part of the procedure is now going along, and Mr. Wise is 
for that reason representing us at this hearing. 

I want briefly to go through some of these things that were stated 
yesterday, briefly go through the criteria which already have been 
put into the record. 

The CHarrMan. You don’t have to go through them briefly. You 
go into detail if you want to. There is lots of time, so you just go 
into them fully. 

Mr. Hanton. Some of them will probably be repetitious because of 
previous statements. 

The CuartrMan. That is all right. It does not make any difference. 

Mr. Hanton. First, we objected to the fact that the Federal 
Government was not going to use the purchase of the maximum 
amount of steam energy to get the most efficient returns or the most 
economic returns to the Federal Government, because of their state- 
ment in the criteria that they would keep the purchases to a minimum. 

We felt also that in the lack of utility responsibility there would be 
a lack of any requests for further transmission lines. In fact, Assistant 
Secretary Aandahl on September 16 stated they had no further plans 
for transmission lines at that time except those then authorized. 
Whether you have any since then or not, I do not know. We felt 
strongly, because we have a power site left on the Missouri River Big 
Bend that we don’t know if the Department of the Interior has any 
intention of pushing. Big Bend might even be a very suitable power 
site for a power company. We would certainly hate to have Big 
Bend with a low-water head pushed away now that the Government 
has spent millions of dollars to control the river. We are worried 
about such a situation. 

We also felt that there is a possibility that the cooperatives them- 
selves could use that secondary energy. No one knows at this time 
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»w much secondary energy we are going to have. We feel strongly 
hat secondary energy is an important thing in this whole criteria, 

cause that secondary energy should be sold on a preference basis 
he same as firm, and at some later date in the repayment of REA 
ans it is going to be necessary to use some of that cheap secondary 
I ergy. 

Again we felt that peaking capacity of course at this time could not 
be used by the cooperatives, and so would be lost to them on 20-year 

mntracts. 

| want to read item 3 under “Power supply:” 

Unless there are contributing factors which would dictate otherwise, no part of 
ie system’s firm power capability will be held as a reserve since integration of 
everal widely separated powerplants is possible and the limiting factor on firm 

ver capability is energy and not machine capacity. 

| believe my figures are close to being correct. They have not been 
brought out here yet. As TI say, Mr. McPhail might be able to supply 
them. I believe the machine capacity connected with the first sale 

of power is around 700,000 kilowatts, and out of that only 482,000 is 
being sold as firm. Am I right in that. Mr. McPhail? 

Mr. McPuar. The generation figures are about right. I don’t 
KNOW. 

Mr. Hanton. Out of the 482,000 kilowatts that are going on to 
new contracts, 272,000 has been sold, some of it to preference users 
and some of it to nonpreference users. At this time there is an addi- 
tional 210,000 that has not been contracted for. We felt strongly 
that this tremendous amount of machine capacity perhaps could be 
ut Into some use producing more economic power. 

Getting into the marketing criteria itself, the No. 1 item under 
that marketing criteria mentions the fact that contracts now will be 
made not exc eeding 20 vears, and of course most of us have concluded 
that in the criteria if they have the privilege of going 20 years, power 
companies, cooperatives, and everybody else will use the 20 years to 
ry to secure as much power as possible. 

‘The No. 2 item is possibly the heart of the whole criteria that we 
object to, and I will read that: 

The amount of power which the Bureau commits itself to deliver wiil remain 
as a commitment throughout the term of the contract and there will be no con- 
dition of sale which will permit the power thus committed to be withdrawn for 
service to other existing or potential customers. 

That definitely states that there is going to be no withdrawal there, 
no recapture, and for that reason not even the potential or the exist- 
ing people can expect power after it once has been sold. This again 
certainly breaks the back of the preference, and also, I think, in the 
statement made vesterday of one utility, it seems the criteria was 
written to take care of one utility, Mountain States of Wyoming, 
where they buy practically 80 percent of their power needs from the 
Bureau of Reclamation, that they have a utility responsibility to 
them but not to us. 

I believe the local people out there undoubtedly have been satisfied 
with this utility buying 80 percent of the power and selling it to them 
as a private utility, or they probably would have objected to it before. 
I think an important point for this committee is to show the idea that 
potential preference users could withdraw this power in case that 
utility started to gouge them in any way whatsoever. That is cer- 
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tainly taking the competition out. I think it has been 25 years that 
this utility has been buying this power, but the people out there 
undoubtedly—I don’t know their situation. Maybe there are people 
here to testify to it. Undoubtedly they were satisfied or they could 
have gone into some kind of preference customer and taken that 
power under the previous power policies. 

If they get a 20-vear contract, that would destroy the competition 
that the Federal Government through this partnership has been able 
to make. 

I think that is an important thing for this committee to consider. 

The CHarrMan. It will tend to create a monopoly in that territory? 

Mr. Hanton. That is right. It would tend to create a monopoly, 
while at the present time there is competition because the people have 
the right to take the power and set up their own potential nonprefer- 
ence organizations. 

Mr. Smrruey. Mr. Hanlon, before you leave that point, will a com- 
bination of points 1 and 2 under the marketing criteria, that is, the 
maximum of 20 years in the contracts and the elimination of the 
withdrawable clause—will those two things in effect compel the 
co-ops to ask for 20-vear commitments? 

Mr. Hanon. I would like to state it this way: We have no full 
assurance of main stem dam Oahe coming in. If Oahe comes in, 
there will be a tremendous block of power at that time. Yesterday 
it was stated between 300 and 400 thousand kilowatts of firm. The 
Missouri Basin Survey Commission states that with Oahe coming in, 
although it has only 425,000 kilowatts of machine capacity, they will 
be able to firm up 528,000 kilowatts of power, and that statement 
made yesterday bothered me a little bit, because after the studies 
that that Commission made, if they felt that Oahe could firm up 
much of the secondary power of the other main-stem dams, we are won- 
dering if any reserve is held so the maximum use can be had at that 
time. If that is the case, we could buy power again in 1960 or 1963, 
depending on what Congress does with appropriations for Oahe. 

Mr. Smrruey. I am talking now about the available block of power 
upon which you must submit requests by January 1, 1954. 

Mr. Hanton. To make the 20-year contract, if we would contract 
for our power needs for 20 years for just the East River Cooperative, 
we would have to pay about $4 million penalty for having that capacity 
reserved for us, and $4 million is a lot of money to cur small farm 
organization. That is just one organization. If we went in and con- 
tracted for power with the idea that we had assurances of additional 
power when Oahe came ir, we would have a penalty of around 
$600,000. 

So, regardless of what happens, we are going to have to contract 
for 1963. But the thing that worries us more than that is that they 
tell us there is not enough power to go around for the preference 
users. 

Mr. Smituny. That is the point I was coming to. Yesterday it 
seemed to me that one of the justifications for the policy was in order 
to eliminate possible wrangling between preference custemers. My 
question on these two items is this: Is it not entirely possible that 
these two items within the criteria will lead to wrangling between 
preference customers? 

Mr. Hanton. I don’t think there is any doubt of that. I don’t see 
where they have eliminated any wrangling between preference 
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stomers. This is something that I think should be cleared up for 

committee. We talk about there is not enough power for the 
ference users. We don’t know, and we are going to find out, but 
ese studies show there is not going to be enough for the preference 
rs 

{re we talking about the power they need in 1954, or at the end of 

56, or are we talking about 20 years from now when they can make 

mtracts for? As everybody knows, the cooperatives’ loads or the 

ormal load growth of the Nation is better than 7 percent compounded. 
Out there it has been 10 percent. That means if we are talking about 
ears hence, they will have to contract for 4 times more power 
than they are going to need in 1956. 
| don’t know if we are talking about not having enough power for 
956 or that we haven’t got enough power for 1970 or 1975. I think 
hat point should be straightened out. 

Mr. AaNpaHL. Mr. Chairman, it seems to me that it is misleading 
to assume that a customer should contract for his full needs 20 years 
hence and measure the expense to him in doing that, when there is 
very indication that under no circumstance will the Bureau of 
Reclamation be able to supply the needs of the preference customers 
in total 20 years hence from the hydroelectric power that will be 
available in the basin. 

Mr. Hanton. I think that was the question you had. 

Mr. AANDAHL. It is not expected that the customers will contract 

wr their full needs 20 years hence at the present time. 

Mr. Smirney. That is exactly what I am trying to get on the record, 
Mr. Secretary. 

Mr. Aanpauu. They will contract for as much of the power as we 
now declare available as they feel that they will be able to use. It 
s our feeling that of this 210,000 kilowatts of firm power that is 
declared available in 1954, 1955, and 1956, in the Eastern Division 
of the Missouri Basin, the preference customers will contract for all 
of that as it comes in, without any preference customer contracting 
for so much that he will need to have the minimum charge provision 
applied to his contract. 

Mr. Smrruany. Undoubtedly that is your feeling, Mr. Secretary. 
What I was trying to ascertain from the witness was his feeling on 
the same point, and I wanted to get that in the record. We had 
your statement yesterday on that. I think it is only fair now that 
we get the statement from the cooperatives on this point. 

Mr. Aanpanu. I think we should have the two together. 

Mr. Smrruany. We would be delighted to have them together. 

The Cuarrman. I want you to tell me how you arrived at that 
$4 million loss or the alternative $600,000 loss. Will you go into 
detail on that? 

Mr. Hanton. Senator, our engineer, Mr. Winter, of Bill Winter 
Kngineering Co., is here, and I believe he is going to testify at a later 
time. He has worked out the studies. 

We also have them, but I don’t have the figures here. It was 
mainly because under the old rate schedule that we had, we had 
minimum of a dollar per kilowatt. That was our minimum. We 
could use that minimum up in energy and capacity charges. As a 
result, we could contract for about 100 percent more power than we 
were using without paying any penalty. In other words, we could 
have contracted 5 years ahead and not been hurt whatsoever. 
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Under the new rate schedule, as has been introduced into the 
record, there is a minimum of $7.20 per kilowatt of capacity. There 
is no longer a demand minimum. It is now capacity minimum. As 
a result, on the amount you contract for you always pay that reserve 
capacity charge. 

[t is because of that that we pay the penalty to hold any power in 
reserve. 

Again it brings up the same question: Are we sure, even if we are 
willing to pay the penalty, that we are going to have power? There 
are indications many times, and even from a statement of the Rural 
Electrification Administration, that we should only contract needs for 
1956. I would like to know if we contracted through 1963, would 
the Bureau give us that amount of power, if we were willing to pay the 
the penalty? 

Mr. AanpauL. The recognition of your application in the full 
amount of power that is needed to carry you through—1960, you say? 

Mr. Hanton. I was saying 1960 or 1963, because we are thinking 
in terms of Oahe. 

Mr. Aanpanu. The granting to you of the amount of power you 
apply for to meet your needs through 1963 would first be conditioned 
on the total amount of applications that come in, and if to give you 
that much under contract we would have to refuse to give “another 
preference customer power that he can use immediately, we would 
not be in a position to grant your application. 

Mr. Hanton. That is a thing that throws us up in the air, and one 
of the reasons we are asking for postponement until we study it. 

Mr. AANDAHL. Postponement will not help that situation at all. 
We are now assuming that there will be preference customers that 
will apply for all of the firm power that we are offering for sale to 
meet their needs in 1954, 1955, and 1956, and no change or delay in 
the criteria will alter that circumstance in any way. 

Mr. Hanton. There is nothing in the criteria that is going to pre- 
vent any more squabbling today about that power among preference 
users than there was in the old criteria. 

Mr. Aanpaunu. I| don’t think there is any material difference there. 

Mr. Hanuon. Except the fact that we are now talking about power 
needs a long way in the future. Before, the cooperatives, because of 
the utility responsibility of the Government, because of the with- 
drawal of sales to private power companies, were only contracting, 
as was testified yesterday, a few years in advance of their needs, with 
the fact that they always knew they would be able to get that power 
which was sold to the private power companies, back for their opera- 
tions. That is gone now. 

Mr. AANDAHL. It isn’t the provisions of the criteria that are dis- 
turbing, but it is the realization of the fact that the hydroelectric 
power in the Missouri Basin is not going to be ample to meet the 
needs of the preference customers on into the future. It isn’t the 
criteria. It is the physical fact that we are confronted with. This 
criteria very plainly places before the public some of those physical 
facts that are now apparent. 

Mr. Hanton. Is that an assumption or a study? 

Mr. AANDARL. It is a statement that is based on the facts as we 
see them. 

Mr. Hanton. That would be an assumption. 
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Mr. AanpAHL. I don’t think it is an assumption when we know 
that the hydroelectric capacity of the Federal projects in the basin 
. | supply only about 20 percent of the total needs of the people of 

the area. 

Mr. HaNton. You are talking about preference and nonpreference. 

You are talking about a tremendous area when you talk about the 

basin. We also know that by 1970 the total amount of firm hydro 

ywer and secondary power will supply only 7 percent of the needs 
of the basin. Yet what we are trying to consider is if 15 or 20 percent 
the supply of the basin goes to the rural people out in the Missouri 

Jasin in your marketing area, would it be able to take care of their 

needs through a 20-year period, for instance. 

You see, you have a tremendous amount of power coming in, 
specially if you assume the responsibility of firming up everything 

iat is going to be possible after Oahe comes in. 

Right now the preference users possibly, under your statements, 
would take up all this 210,000; but what if, when Oahe comes in, 
vou have 528,000 thrown at them in 10 years? Isn’t there a big possi- 
bility that much of that will be sold to nonpreference users at that 

me under the criteria? 

Mr. AANDAHL. It is a little bit early to make an estimate of what 
light be done with power that will become available in 1962 and 
1963, but under the criteria there is ample opportunity to protect 

ch portions of that power as might be needed by the preference 
customers for their use. 

Mr. Hanton. That isn’t, of course, answering all of our problem. 
If many of us have to go into generation before 1963, you can see that 
a tremendous amount of our supply will have to come from steam or 
diesel or some other kinds of generation. 

Mr. Aanpanu. That gets back to another question, again, which 
definitely associates itself with the 210,000 kilowatts that is being 
offered for sale at the present time. That is the total amount of new 
firm power that will be available during that period, and irrespective 
of the criteria, that is all the Bureau of Reclamation will have for sale. 

Mr. Hanton. You have no concern, as far as the cooperatives or 
Rural Electrification, what happens to their loan feasibilities on these 
systems in the basin? 

Mr. AANDAHL. Yes, I am very much concerned about it. The 
sureau of Reclamation hydroelectric power at low cost should be used 
to the greatest possible extent to assist them in making their repay- 
ments. But when you have reached the total capacity of Bureau of 
Reclamation power for that purpose, that is the end of it. The re- 
mainder of the problem has to be solved in some other way. 

Mr. Hanton. Aren’t you presenting the problem to them much 
juicker under this means? We had no problem until the issuance of 

a new criteria, whether it is apparent or not. 

: Mr. AANpDAunL. Your problem has not been changed by the criteria 
insofar as we are talking about it now. If your problem has changed, 
it is because you understand it a little differently than you did be fore. 

Mr. Hanton. I think it has changed even under the power policy 
when you assume no utility responsibility and, No. 2, when you elimi- 
nated the recapturing of this power sold to nonpreference users. 
Those two items in the criteria are the heart of the criteria as far as 
I personally am concerned. 
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That has hurt us, and that has thrown us off. Mr. Aandahl, all 
we have asked for in the past was postponement of it so we all have 
a chance to study it. I don’t think that you have had any study of 
it. I know the Rural Electrification Administration has had no study 
of it. 

Why is it so important to get this thing going and the applications 
be in by January 1? Yesterday you stated you would have from 6 
to 12 months’ additional time after that, isn’t that right? 

Mr. AAnbAuHL. Yes, I estimated that it would take from 6 months 
to a year to complete the contract negotiations with the preference 
customers after the applications are in by January 1. 

Mr. Hanon. If by, say, July of next year you come up with the 
idea that our particular system does not have enough energy to go 
through 1956, we have then, of course, to go to the Rural Electrifica- 
tion Administration and borrow money to build a plant if we can’t 
buy it from some other utility, especially on a feasible basis. That 
means that we probably would be forced to go to a utility, because 
by the time we got a loan through the Rural Electrification Adminis- 
tration, if they had ample money in their budget, we could never get 
a plant in operation by 1956. 

Aren’t you forcing us to go to the utilities for our power supply 
from 1956 to 1963? 

Mr. AANDAHL. But if we postpone the criteria, it wouldn’t change 
that circumstance in the least. 

Mr. Hanton. I thought by the time we postponed it for a year 
we would all have a better understanding and could change certain 
things. 

Mr. AANDAHL. It wouldn’t change the physical facts at all about the 
availability of firm power. 

Mr. Hanton. I don’t quite get that statement. 

Mr. AanpnAuL. There are 210,000 kilowatts of firm power to become 
available in the period. 

Mr. Smitrney. Mr. Secretary, that is in the period between 1954 
and 1956? 

Mr. AANDABL, Yes. 

Mr. Smiruey. Some of that power is not now presently available; 
isn’t that true? 

Mr. Han on. It is all for sale. 

Mr. SmiruHey. It is all for sale, but it is not available? 

Mr. Aanpauu. There is 55,000 in 1954, 85,000 in 1955, and 70,000 
in 1956. 

Mr. Smiruery. The point I wanted to get on the record—I think 
there may be some confusion there—is that the 210,000 kilowatts is 
not available as of the present time. There is some that will be 
available in 1955 and some in 1956. 

Mr. AANDAHL. That is correct. 

Mr. Hanon. But all of the applications must be before January 1. 

Mr. Smiruey. That is correct. 

The Cuarrman. Will you go into some more detail. I am interested 
in this. I am sure Senator Murray is, too. 

Senator Murray. Yes. 

The CuarrMan. This is the very heart of the whole thing. 

Senator Murray. I think so. 
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Mr. Hanon. I might show you this chart to give you an idea of 
our present contracts we have with the Bureau. This black line 
represents 47,000 kilowatts that we have under contract, which the 
individual cooperatives have, which will be supplied through our 
East River system. 

Mr. Smiruny. Is that firm power? 

Mr. Hanton. Yes. We have no generation, so we can’t buy any 
secondary. 

The green line here is the normal load growth as it has been taking 
place on our system, and it is projected out on this chart only to 1969 
because of lack of space. 

All right, this red line is our actual usage up to 1953. We are now 
contracting 

The CuarrMan. Let us mark that as an exhibit. 

The chart referred to was marked ‘Exhibit O” and filed with the 
committee. ) 

Mr. Hanton. We are now contracting up to 1956. At 1956 we 
run out of power if that is all we are given at this time. The next 
units that come in on the Missouri Basin will be 1960, 1961, 1962, 
somewhere in there. We have this tremendous amount of power 
that we are going to be short in that first area, and we have to buy 
that frem a utility at their rates because we haven’t time to get a 
generating plant in operation to give them any competition. That 
would give them a chance to monopolize their requests. We would 
be forced to go to them regardless of rates. We wouldn’t have this 
chance of reducing our rate from 14 mills to 9 mills as we did the last 
time when we had a longer period to think of it. Then we would again 
be able to contract for our power needs, but again we would have this 
big shortage. 

The Rural Electrification Administration have made loans out on a 
35-year basis, with the idea that they would have a considerable 
amount of the hydro power for these cooperatives in the basin. In 
that respect, if they have to go into investments, we know our costs 
will go up. The loans of the Rural Electrification Administration 
are in jeopardy and probably are in jeopardy now. Again, those 
loans are made on a 35-year basis. This is the power that we. are 
immediately worried about [indicating]. How are we going to get 
this? We have no guarantee unless we have a recapture clause. 

Mr. AANDAHL. Let me follow your explanation there, please. Sup- 
pose that the applications of preference customers that we receive by 
January 1 are not supplemented by later applications from preference 
customers. Take 150,000 kilowatts of the 210,000 that is offered for 
sale. That would mean that there are 60,000 kilowatts that is not 
applied for by preference customers. If we would see charts of this 
kind indicating that preference customers are going to need that inside 
of 3 or 4 years, we wouldn’t enter into a 20-year contract with a non- 
preference customer for that remaining power. We would enter into a 
5-year interim contract or a 3-year interim contract to take care of 
that. That is permissible under the stipulation of the criteria. 

Mr. Han on. I don’t quite read the criteria that way, because upon 
the request of a power company, they can get a 20-year contract under 
the criteria. Isn’t that the way it reads? 

Mr. AANDAHL. No. Let’s refer to the criteria itself. 
Mr. Hanton. You mean under section 7? 
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Mr. AANDAHL. Yes. 

Mr. Hanon. (a) under 7, I take it. 

Mr. Aanpanu. No. (a) under 7 deals with existing contracts. We 
are talking now about the 210,000. 

(b) Remaining available power will be allocated to fulfill the requests of first 
(i) preference type customers and next (ii) nonpreference type customers. * * * 

Mr. Hanton. On a 20-year basis? 

Mr. AanpaAuHL. On a basis not to exceed 20 years. 

Mr. Hanton. Would you feel that you are not going to sell any 
power on a 20-year basis, even if it does say that the »y can buy it on 
that or you could sell it on that basis? 

Mr. AANDAHL. We say not to exceed 20 years, and before we make 
any 20-year contracts with nonpreference customers, we will have 
checked very carefully the needs of the preference customers and will 
have taken into consideration prospective growth. 

Mr. Hanuon. I think you are saying the same thing as one of our 
requests made to you—it was brought up at our meeting at Pierre 
and other places—-to protect certain cooperatives in their operations, 
we be able to buy power on a step-by-step basis, which we have been 
refused. Now you are saving it is possible. 

Mr. Aanpant. No. You wouldn’t be contracting for that power 
5 years hence. That is, of the blocks of power that are offered at 
the present time, the 210,000 kilowatts, with part coming in in 1954, 
1955, and 1956, you can contract for a portion of that power that is 
coming in in 1954, you can contract for a portion that is coming in in 
1955, and a portion that is coming in in 1956. That gives you a 
step basis for your contracts to that extent. 

Mr. Hanuon. For a 2-year period? 

Mr. AaAnpAHL. Three years. 

Mr. Hanton. We could contract for 3 years on a step-by-step 
basis? 

Mr. AAnpDAHL. Yes, you can contract for the power as it becomes 
available. 

Mr. Hanton. I don’t follow. We have to contract in 1954, 
though, and it is up to your decision again how much we get in those 
3 years. 

Mr. AanpauL. Yes. The only limitation—— 

Mr. Hanton. Is the power itself. 

Mr. Aanpauu. The only limitation there is the total requests of the 
preference customers as related to the power that is available for sale. 

Mr. Hanton. I don’t follow where that has anything to do with 
the problem here. The criteria itself gives us no guaranty; the power 
policy gives us no guaranty of your responsibility. You have none. 
You, Mr. Aandahl, have been giving us a proposition here that we 
would like, as one cooperative, and possibly others would like the same 
kind of thing. Why isn’t such in the criteria instead of merely your 
statement of it? 

Mr. Aanpauu. You realize that the criteria is written in rather 
broad and general terms, and allows some room for flexibility in 
administration. That is true of the statutes as well as the criteria. 

Mr. Wis. Mr. Chairman, may I please interrupt here, since the 
Secretary is interrupting Mr. Hanlon all the time? 

In spite of what the Secretary is saying now, the criteria was inter- 
preted by very specific interpretation which did go into details, on 
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October 27, some time after it was issued. In there is this statement, 
signed by the Secretary. It says: 
We intend to work closely with local groups in working out 20-year contracts. 


Nothing is said about a maximum 20-year contract; nothing is said 
about any discretion on anyone’s part. It does say ‘20-year con- 
tracts.” 

And in his speech made on September 29, he said the same thing. 
There is no indication at all of the story which is coming out now that 
this is something flexible, but it is a categorical 20-year contract. 

That is the only public document put out by the Department 
which has any weight. 

Mr, AANpAnL. And the purpose of that statement and the aan 

n which it is put in the memorandum to which you are referring, 
because of the concern that people had expressed about the 20- pei 
contract. The purpose of that statement is that we are not going to 
plunge suddenly into 20-year contracts without working close lv with 
the people at the local level and determining what effect it will have 


upon their contracts and their power requirements. 
Mr. Wise. You state: 


This is a more detailed explanation of the Marketing Criteria. This memoran- 
dum will serve as a guide in interpreting the criteria. 

Mr. AANDAHL, That is correct. 

Mr. Wise. Then you provide only for 20-year contracts. 

Mr. AanpAuHu. I referred to 20-year contracts because they are the 
things that were disturbing to the people. 

Mr. Wisr. They certainly are. 

Mr. AanpaHL, That doesn’t mean they are the only kind of 
contracts that will be entered into. 

Mr. Wise. Every time you talked about them in the detailed 
interpretation of the criteria— 

Mr. AANDAHL. It is the type of contract that was causing disturb- 
ance. That is the reason I referred to that one type. 

Mr. Wisr. You said you were going to enter into it. 

Mr. AanpAnL. Yes, but before we enter into any of those contracts, 
there will be close contact with local people. 

Mr. Smirney. Mr. Wise, the document from which you read was 
the October 27 memorandum of Secretary Aandahl to the Bureau of 
Reclamation? 

Mr. Wise. Yes, and this is in the record. 

Mr. Surrey. That has been placed in the record, and it is exhibit 
9 1 think. 

Mr. Wisz. I don’t know the exhibit number. It is in the record. 

Senator Murray. Mr. Chairman, I would like to ask a question. 

The CuarrmMan. Senator Murray, go ahead. 

Senator Murray. Why was it necessary to adopt this policy of 
20-year contracts that you are talking about here? Prior to that you 
didn’t have that sort of a program, and everything seemed to be going 
along very satisfactorily, but now all of a sudden we discover that this 
new system is to be put into operation, and the cooperatives and the 
preference customers generally feel that they are going to get a bad 
deal out of it. 

Mr. Aanpanu. I don’t think there is any great objection to a 20- 
year contract, as such, as I think, the preference customers feel a 
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20-year contract for their purpose is satisfactory, and a 20-year con- 
tract with other customers for their purposes is sitisfactory. The 
only objection that the preference customers have to the 20-year 
contrast concept is the fact that there is not the withdrawable clause 
in it. 

Mr. Hanton. That is right. That is the whole heart of it. 

Mr. AanpauL. Too, the concept of a 20-year contract gives perma- 
nency and continuation to the contractual relationship. The one 
point in question is the fact that the withdrawable clause will not be 
placed in contracts with nonpreference customers. 

Senator Murray. Why was that policy adopted? 

Mr. AAnpDAHL. If, after the needs of the preference customers have 
been met, there is remaining power to sell and its sale to a nonpref- 
erence distributor becomes the source of power upon which a com- 
munity or local area is dependent, in our judgment it is nothing more 
than just fairness and equity that they also be given a long-term 
contract. 

We do not interpret the preference clause as meaning that the 
resource in perpetuity must be held in reserve for preference customers. 
We do feel that the preference clause means that the group of cus- 
tomers who are designated as preference customers under the statute 
should be recognized at the time of sale, that considerable considera- 
tion should be given to their future growth, and where arrangements 
can be made to take care of their future growth that should be done. 
But after we finally determine that we have an amount of power that 
is in excess of the immediate and the reasonably foreseeable future 
needs of the preference customers, and there is a demand in the local 
community for that by a nonpreference agency, for rural and domestic 

consumers in the area, they, too, are entitled to a long-term contract. 

We can go as far back as the sale of the power from the Boulder 
Canyon project, Boulder Dam. There the Southern California Edi- 
son Co. has a 50-year contract, a nonpreference customer has a 50- 
year contract for 9 percent of the energy that comes out of that 
project. So it is nothing new to recognize nonpreference customers 
on a long-term basis when there is power ‘available:in excess of the 
needs of preferenc e customers. 

Mr. Wise. The testimony yesterday was that no such contracts 
have been entered into since 1946 without a withdrawable provision. 
Isn’t that right, Mr. Secretary? 

Senator Murray. There always has been a sort of opposition to, or 
criticism of, this preference customer system under which we have 
been operating. Is that not true? The policy of the Administration 
now is to not allow the pre ference customers to have the leeway they 
have had heretofore. They want to fasten them down by 20-year 
contracts so the private power interests will be able to get more benefit 
from the power production. 

Mr. Aanpanu. The purpose of the 20-year contract with nonpref- 
erence customers is to make the power that is available in excess of 
the needs of preference customers, available to the nonpreference 
agency that serves rural and domestic consumers in an area on a 
long-term basis. 

Senator Murray. You may go ahead, Mr. Hanlon. 

The Cuarrman. I would like to have Mr. Hanlon’s comment on 
that statement. 
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Mr. Hanton. I think I will do that, Senator, as I read section 3 of 
the Marketing Criteria. I might bring out what Senator Murray has 
en talking about. It says there: 


The conditions of sale will not be predicated upon the proposed use of the 
ver by the customer. 
No commitments relative to the rates at which power will be resold will be 
iired from the customer. The use of the present “resale rates’’ articles will 


iminated, but contracts with nonpreference utilities will require that savings 
reason of purchase of power be passed on to ultimate consumers and that the 
ractor will make demonstration of such fact when so required by the 
tar 

Here comes a situation where they sell this power to a power com- 

ny. In the meantime we run short of power. As I showed on the 

art here, we wouldn’t have time for steam generation. We have to 

»to that power company that has a 20-year contract with the Bureau 
ind buy power back. They, of course, are probably going to sell us 
their present capacity of steam plant, while they are passing this 
hydro—I don’t know how they are going to separate it, but in other 
words, we will turn around and be buying back hydro power from a 
utility and paying whatever rates they feel they can charge us. If 
that isn’t perpetuating a monopoly, nothing ever has. 

| think that is a very strong point. They are going to sell it for 20 

ears to nonpreference users. Nonpreference users, of course, can 

e it for 20 years. As their loads increase they have always had 
their reserve steam capacity. Now they get a chunk of cheap hydro 
power which they can turn around and sell to us because we don’t 
have enough for our needs. 

If we had the old type of criteria or the old policy, we could with- 
draw that and have our rates given directly to us rather than have 
some power company take a profit in between. I think that clears 
up your statement. 

Senator Murray. For many vears there was excess power at Fort 
Peck Dam which was sold to utilities at a dump price over the years. 
If this 20-year contract system was in vogue at that time, the local 
cooperatives would have been compelled to contract for 20 years, and 
anything they didn’t take would go on a permanent basis to the utili- 
ties. Is that not right? 

Mr. Hanon. I wish you would direct that question to Mr. Aandahl. 

Senator Murray. Is that right, Mr. Aandahl? 

Mr. AANDAHL. You are dealing with a circumstance at Fort Peck 
that is quite different from what we have at the present time. 

Senator Murray. But that is an illustration of how the coopera- 
tives are being welshed out of power which should have been made 
available to them. 

Mr. Aanpanu. No, no. They were not welshed out of power. 
[t was available to them any time they were ready to contract for it 
in the past, as I understand it. 

Senator Murray. Yes, contract on the basis that the power 
companies wanted to sell it to them, but they had no transmission 
lines. We had to build transmission lines for them in order to make 
that power available to the farmers in the interior sections of Mon- 
tana. For many, many years that power was going at a dump rate 
to the power companies. 

Mr. Aanpaut. I don’t see how that situation is particularly 
point on the thing that we are discussing. 
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Senator Murray. It may not be, but it illustrates the fact, though, 
that under the new system you are going to tie up this power so 
that the preference customers will not have access to it when they 
come to the point where they may need it. 

Mr. AANDAHL. As we went through the explanation of the criteria 
and the availability of power yesterday, there was every indication 
that of the firm power that is being offered for sale at the present time, 
preference customers are going to contract for all of it and still not 
have enough to meet their needs. So we don’t run into that problem 
with respect to the firm power that is being offered for sale. 

There are really three steps in the marketing under the criteria. 
One is: What shall we do with our present cont.acts? Those present 
contracts under certain conditions are subject to an extension into a 
20-year contract. A small percentage of the firm power that is under 
contract at the present time is under contract with nonpreference 
customers. There are some of those nonpreference customers that 
are in this situation: They have been using Bureau of Reclamation 
power for a good many years. They are supplying that power to 
rural and domestic consumers in a limited area. The people there 
have become dependent on that power. That is a type of contract 
with a nonpreference customer under this category that I think should 
be extended to a 20-year basis. 

There are some other contracts with nonpreference customers 
where the power is just going into a large system for the purpose of 
supplementing the resources of the system, and it isn’t of particular 
importance to any community that that be kept in the system. That 
power that is being sold to the nonpreference customer under those 
circumstances can just as well continue under its present contract, or 
if a new contract is negotiated I feel we should hold that down to a 
short period so we do not tie it up to the exclusion of preference 
customers permanently. 

That analysis takes care of the power that we have under contract 
at the present time. 

The next category is the sale of new power that will be coming in. 
In that category we have 210,000 kilowatts. The present indications, 
as I said, are that the preference customers will contract for all of that 
power and still not have enough to meet their requirements during 
the next 3- or 4-year period. 

That leaves the only type of power that we would have available 
to consider contracting to nonpreference customers as the secondary 
power and the peaking capacity. We just haven’t gotten far enough 
into the analysis to know how much of that there is going to be for 
sale. It may be a number of years before we have that information. 
It will depend on operational experience with the power plants on the 
Missouri Basin. The type of contracts that we will want to recom- 
mend for that when the time comes will depend, of course, upon the 
information that develops in the interim period. 

So I feel that under the criteria at the present time we are not 
confronted with any immediate contracting that is going to be to the 
disadvantage of the preference customers. 

Senator Murray. Mr. Aandahl, I would like to inquire, Why was 
it necessary to go into this highly technical new method which would 
require the farmers to hire Philadelphia lawyers to sit up all night 
with them trying to explain what the thing means? Why could it 
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have been possible to go ahead as it has been going prior to the 
doption of these policies? These policies seem to me to be so highly 
chnical that they are entitled to be looked at with great suspicion. 

Why was it necessary to make this changeover to this new policy? 

Mr. AAnDAHL. Of course, you recognize, Senator, that with the 
hange of administration, there is a change in the basie concept in 
power marketing policy, and the fundamentals of that change were 

ibodied in Interior’s power policy statement that was issued on 
\ugust 18. The power marketing criteria for the Missouri Basin is 
the criteria that was set up for an area in which sizable new blocks 
of power were becoming available for sale at a rather early date. It 
vas necessary to establish a criteria for the marketing of that power 
n the Missouri Basin that was in harmony with the overall power 
policy of the present administration. 

Senator Murray. The overall power policy tends to try to estab- 
lish a monopoly in the country for the private power interests and to 
prevent the farmers of the country from getting a fair deal from the 
low-cost power that is produced at these reclamation projects. 

Mr. AANDAHL. I would say it does just the opposite thing. It 
definitely prevents the Government from establishing a Federal power 
money , and leaves a sizable portion of the responsibility for supply- 
ing the power in the area to the competition of the numerous power 

encies that exist at the local level. 

Senator Murray. Where has there been any effort to establish a 
Federal power monopoly in this country? Where do you find that? 

Mr. AAnpaut. Oh, I think that if you will carefully analyze what 
is happening in all four of the power marketing agencies in the Depart- 
ment of the Interior, you find ample evidence of that. 

Senator Murray. That is a sort of vague answer, it seems to me. 
You don’t give anything specific. It does seem to me that the whole 
purpose of this new sc theme is to make it disadvantageous for the 
cooperatives. 

Mr. AANDAHL. No; it does not make it disadvantageous for the 
cooperatives. It makes the hydroelectric power that comes from the 
multipurpose projects readily available to the preference customers, 
but places that amount of power as the limit of Federal responsibility. 

Senator Murray. But you say you find an effort to establish a 
Federal power monopoly in this country? 

Mr. AANDAHL. Yes. 

Senator Murray. You do? Can you give us any specific case 
which you consider to be a Federal power monopoly? 

Mr. AAnpaAuwL. There are two steps that have been apparent. One 
is the attempt of the Federal Government to build steam facilities to 
supplement and to increase the power supply that comes from the 
hydroelectric projects; and the other is the attempt to take over 
more and more of the transmission systems. In the Southwestern 
Power Administration area there was a contract worked out with the 
G. and T. cooperatives under which the Southwestern Power Ad- 
ministration would lease and operate the transmission facilties and 
would pay a lease fee that, over the amortization period, would 
liquidate the investment. And Southwestern Power Administration 
had an option to buy the facilities at the end of that period. 

Not only that, but Southwestern Power Administration agreed to 
buy the entire output of the steam plants of the G. and T.’s in the 
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area, and then to integrate it with Southwestern Power Administra- 
tion power and have that much more power to sell in the area. 

Just by one step after the other, the previous policy was to enlarge 
the field of the utility responsibility to the point where it goes far 
bevond the hydroelectric capacity of these multipurpose projects. 

| feel that the only responsibility that the Federal Government 
should have in supplying the power needs of the country is to see that 
a maximum of hydroelectric power is generated in these multipurpose 
projects that are built, and make that power available to the people 
at the best possible advantage. From there on, the responsibility of 
reneration and transmission should be vested in local interests, where 
you have a high degree of competition. 

Senator Murray. That is the only illustration of a case where you 
claim there is a monopoly of Federal power? 

Mr. AanpanL. You can find similar instances in all of the areas. 
The pattern is quite general. Not only was there the pattern of 
creating the Federal monoply, but there was a pattern of stimulating 
public power at the local level. 

Do you have the Ickes statement here, please? [Addressing Mr. 
McPhail.] 

Here we have the memorandum on power policy issued January 

1946, by former Secretary of the Interior Harold Ickes. There is 
this paragraph in there: 

Active assistance from the very beginning of the planning and authorization of 
the project shall be given to the organization of public agencies and cooperatives 
for the distribution of power in each project area. The statutory objectives are 


not attained by merely waiting for a preferred customer to come forward and 


offer to purchase the power 


That indicates, under the previous power policy, the active assist- 


ance of the Department of the Interior in establishing public power 
at the local level. 

I have no objection to public power at the local level if the people 
in the area decide that they want it, but I don’t think the Federal 
Government should be in there with a power policy that is intended 
to stimulate it. 

Senator Murray. The public power policies of the Government 
during the years past have made a vast contribution to the develop- 
ment of our country, and have made it possible for the United States 
to become the greatest industrial power in the world. The high 
rates of electricity have held back certain sections of the country. 
Some sections of the country now are going to the dogs because of 
the excessive rates they have to pay for power, as in the New England 
area. There they are the victims of high-cost power. The result is, 
business is leaving there. That is becoming a deserted section of the 
United States. Where we have low-cost power developed in the 
Tennessee Valley, we have seen that area grow and become a great 
industrial area, at the same time overcoming the dangerous condi- 
tions resulting from the loss of soil and forest fires, floods, and so 
forth. That has been one of the great examples of the benefit that 
public power has brought to the United States and has made it 
possible for President Eisenhower to say at the convention in his 
acceptance speech that the United States under God in the last 20 
vears had become the greatest industrial power in the world and the 
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greatest moral force on earth. That all came in the last 20 years. 
Prior to that, the economic system of the country was busted. 

Fortune magazine, one of the most conservative magazines in the 
country, said that the capitalistic system had totally collapsed. 

Mr. AanpAnL. I think that very definitely pinpoints our difference 
of opinion and substantiates the fact that the previous administra- 
tion was working in the direction of a Government Federal power 
monopoly. Ido not think that such procedure is for the best interests 
of the country. 

Senator Murray. I do not think your conclusion is correct there. 
What we witnessed was that under the Government which was in 
existence during those years, business, free enterprise, developed in 
this country. The evils of the ¢ apitalistic system had been corrected, 
and as a result we don’t follow the capitalistic system any more. It 
is now called the American way of life. Is that not right? 

Mr. Aanpaui. Which means the same thing. 

Senator Murray. Yes, but it means with the evils left out, and 
with some of the evils being the effort of the power companies to 
throttle the American pe ople. They started to build these huge 
holding companies around the country, and they were grabbing up 
all the power plants all over the United States and developing them 
into a complete monopoly until the collapse came; and then after that, 
of course, the holding companies were put out of business and we 
began to develop areas of the country that were backward, and we 
brought on a system in this country which works for the benefit of 
the American businessman. 

The American businessmen have been tremendously benefited, and 
the American businessmen down in the Tennessee Valley are up in 
arms against this effort to try to make out that there is creeping 
socialism in that area. Is that not true? 

Mr. Aanpauw. I don’t think there is any question but what in the 
beginning of any business or industry, the price of the product is 
relatively high. When an article is new on the market, it generally 
commands a pretty high price if it is needed by the people. But as we 
go through years and years of e xperience, the prices adjust themselves. 
I don’t think there is any question at all but that public power in 
limited amounts has been a wholesome competitive force in bringing 
down power rates for power that is supplied by private enterprise. 
[ don’t think there is any question about the competitive value of 
limited amounts of public power. I don’t think that we should be 
stampeded by the benefits that come from a limited amount, into a 
position where we are moving in the direction of a Federal monopoly. 
There certainly is a Federal monopoly in the Tennessee Valley. 

Out in the Bonneville Power Administration area, we are moving 
in the same direction. We have gone quite a ways out there. We 
haven’t reached the degree of monopoly that we have in the Ten- 
nessee Valley. 

Senator Murray. I would like to inquire: What injuries have been 
caused the country as a result of your alleged power monopoly in the 
Tennessee Valley? What great damage has come to the United 
States? 

Mr. AANDAHL. Government ownership of business is contrary to 
the American way. The very foundation of our Government and 
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our way of life is based upon private enterprise and the private 
ownership of business. 

Senator Murray. But when the private interests and private 
ownership does not do the job right, then you think it is proper for 
the Government to come in and take hold, as it did in the Tennessee 
Valley? 

Mr. AAnpDAHL. No; I do not. 

Senator Murray. Do you think we should allow the thing to go as 
it was going? 

Mr. Aanpaut. I feel a limited amount of public power has had a 
wholesome competitive effect, but I do not think that it is proper for 
the Government to come in and take over business enterprise Just 
because of some shortcomings that might exist in the private enter- 
prise system. 

I think our effort should be directed toward correcting the short- 
comings of the private enterprise system. 

Senator Murray. That is exactly what we have been doing. 

Mr. AanpauL. No, you don’t correct the shortcomings by taking 
the business over and making it a socialistic government organization. 

Senator Murray. But that is not true. As a result of what we 
have been doing, the United States today is the greatest industrial 
power in the world, and the businessmen of the United States prosper 
here in this country more than in any other part of the world. We 
have the greatest market right here in the United States as a result 
of the operations of the Government. 

Mr. Aanpau. Outside of the generating units in multipurpose 
water projects, all the rest of the development can come through pri- 
vate enterprise. It isn’t necessary to go beyond the Government 
responsibility for building these multipurpose dams. They do not 
lend themselves to private enterprise and should be built by Govern- 
ment. But down in the Tennessee Valley, you not only have the 
water projects, but you have a large number of steam plants going 
with them that is being taken over by the Government. 

Senator Murray. But that was necessary to be done at the time. 
Business was willing for us to do it. 

Mr. AANDAHL. Yes, and that is creating a Federal power monopoly. 

Senator Murray. There was no escape from it. There was no 
escape from what was done down there. 

Mr. AanpAnL. There were sizable avenues of escape if the Admin- 
istration had been disposed to take advantage of them. 

Senator Murray. You do not approve of the holding company 
system that we had in this country back there 25 or 30° years ago, 
which was grabbing up all the power sites and all the small projects 
in the country and turning them into a larger corporation at excess 
prices? They would buy a plant for a million dollars and turn it in 
for $5 million, and in that way build up a system which would have to 
charge high rates. Do you believe that that is good American busi- 
ness? 

Mr. AANnDARL. I feel that the position taken by the Secretary of the 
Interior at the present time, in which he says he wants cooperation 
between the Federal Government and local interests, is the proper 
solution and offers the best avenue for efficiency and accomplishment. 

Senator Kricore. I wonder who is going to do the operating. That 
is the question. The point I am getting at is this: Do you then oppose 
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the operation of the farm cooperatives in selling, and things of that 
kind, the formation of more of them, shall we say? 

Mr. AANDAHL. What is that? 

Senator Kitcorrn. The formation of more of them in additional 
areas. 

Mr. AANDAHL. No. The farm cooperative movement and the 
REA movement is one of the best things we have had in this country. 

Senator Kincore. I am not talking about REA. I am talking 
about other types of cooperatives where they have cooperative 
marketing and cooperative buying in areas. 

Mr. AANDAHL. You realize that the cooperative is one form of 
of private enterprise, and I have given no expression against that. 
Some of the cooperatives use capital that they have borrowed from 
the Federal Government to operate on, but they are private enterprise. 
They are one form of private enterprise. They have an important 
position in our economic system. 

Senator Krtcorr. Understand, Mr. Aandahl, that I come from a 
State where we have nothing but private power. Since the REA 
system started in the rest of the United States, our private power has 
given our farmers excellent service. ‘True, it costs a little more, but 
they have given excellent service. But it was the effect of REA oper- 
ations that brought about that service, because we could not get it 
before that time. The farmer could not get power if he built his own 
line. He could not buy power. I think the difference in philosophy 
here is that under the former criteria we recognized the family farmer 
as a businessman, not just as a plowboy on the farm. In other words, 
he did not have to incorporate hims:If to get recognized. 

[ am just afraid we are going back to requiring incorporation papers. 
That is all I am worried about in this philosophy you are talking 
about. You have started philosophizing on Government and eco- 
nomics now, and I would just like to find out what the theory is. 

Mav I say this to show you what has been done: In my State we 
recently opened an electric furnace steel plant. We could not have 
done that. Our power companies suddenly decided they had to buck 
TVA and they found cheaper ways of making power, and found them 
quickly. So for about a mill extra, they were able to furnish power 
for that electric furnace steel plant. 

That does not show monopoly. That shows a high grade of com- 
petition in the industry. 

Mr. Aanpaunu. Yes, and that is the type of thing that I am 
supporting. 

Senator Kircorr. The thing I brought out yesterday 

Mr. AANDAHL. I am very much concerned —— 

Senator Kitcore. What worries me on a longtime contract is that 
we may exclude groups that want to go ahead, as a result of your 
long-term contracts. In other words, we get the old Roman tax farm 
existence, shall we say, in which there comes another intermediary. 
My humble opinion is that the present high cost of the food, clothing, 
and everything else, is due to the fact that we have too many middle- 
men, each one taking a slice out of the melon, at the present time. 

Mr. Wisr. May I ask a couple of questions, Mr. Chairman? 

I would like to say to Senator Murray that we have been trying 
for a day and a half to get the answer to your first question, which 
was ignored by this speech. That has reoccurred here. What is the 
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purpose of the criteria? That is what we are here trying to find out, 
and you notice he avoided that entirely and got into the flag-waving 
speech, which has occurred here 3 or 4 times. 

" T submit that my clients whom I represent here are exhibit A of the 
private enterprise system; that the farmers in the Missouri Basin 
represent private enterprise and free private enterprise in its most 
elementary and fundamental form. When they work together 
through cooperatives, it is still private enterprise. When they enter 
into a partnership with their Government to try to work out their 
problems, it is still private enterprise so long as the control of it remains 
in the hands of the individual out in the areas. 

There were a few statements made by the Secretary which seemed 
to me to be so misleading that I would like to ask him a few questions 
at this time. 

Will you tell us what percent of the total power of the United States 
is furnished by the Federal Government? 

Mr. AanpauHL. About 12 percent. 

Mr. Wise. We don’t care which administration does it. The 
election returns in 1952 showed a vast majority of the farmers in the 
Missouri Basin are Republicans, and we certainly are not trying to 
defend the previous administration here, but we are opposed to 
anything which is going to harm our own pocketbooks, which is 
what this does. ‘That is the basic issue here, pocketbooks of the 
farmers of the Missouri Basin. 

What percentage of the power in the Missouri Basin is furnished by 
the Federal Government? 

Mr. Aanpanu. I don’t have an exact figure for that. The very 
rough information that I have is that the Federal power from the 
hydroplants will be about 20 percent of the total power that is needed 
in the Missouri Basin. 

Mr. Wise. Including that which will be sold to private power 
companies, secondary and dump? 

Mr. Aanpanu. Yes; the entire output of the hydroplants will be 
about 20 percent of the needs. That is a ve ry rough figure, though. 

Mr. Wise. You referred to the previous power policy. Let us take 
the date of the so-called Ickes statement of power policy. Do you 
know how many public agencies were in existence at that time? 

Mr. AanpauwL. No; I do not. 

Mr. Wisse. Do you know how many public power agencies were in 
existence in 1932? 

Mr. AanpbaAHL. No, I do not. 

Mr. Wisz. Do you know how many there are today? 

Mr. Aanpawt. No. 

Mr. Wise. Would it be possible for your Department to furnish 
that for the record? 

Mr. Aanpaut. I don’t think so. I think that information might 
be available from the Federal Power Commission. 

Mr. Wise. We will try to get that for the record. 

In view of your charges, I will ask you if you would be surprised if 
I were to say that my recollection is that today there are only one-half 
the number of public agencies involved in the power business as there 
were in 1932? 

Mr. AAanpaut. Is that the result of consolidation, or is it the result 
of discontinuance? 
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Mr. Wise. It is the result of municipal plants being taken over by 
e private power companies under this power policy which you have 
been criticizing. Did you know that fact? 

Mr. Aanpant. I know there have been changes both ways. 

Mr. Wise. What is the net result of it, do you know? 

Mr. AANDAHL. I don’t know what the total result is. I do know 
that if you go out in the Bonneville Power Administration area, there 
has been a sizable increase in the amount of public power at the local 

vel where the policy has had a chance to be effective. 

Mr. Wise. I am talking about the country as a whole. 

Mr. AANDAHL. If you go into the areas where there is no Federal 
power at the present time, the trend has been the other way. That 

rhaps has been a wholesome trend. Therefore it wouldn’t be the 
Federal power policy that has made that possible, but it has been the 
fact that the Federal power policy has operated in only a limited area 
of the country. 

Mr. Wise. You were first charging it was monopoly, as I took it, of 
the entire power industry. Now you say it operates only in a limited 
area, is that right? 

Mr. AANDAHL. So far it has reached only a limited area. 

Mr. Wise. Let’s take the Bonaeville area. In the criteria, in your 
speech, in your statements of vesterday, and in the statement which 
you made a minute or so ago, vou referred to its being all right if the 
local interests want to do it. Are you familiar with what the people 
in the Bonneville area want? 

Mr. AANDAHL. Somewhat. 

Mr. Wiss. What would you say is the feeling of not only the—you 
referred to agitators yesterday, but the farmers of the Bonneville 
area. Would you tell me what you think they want? 

Mr. Aanpautu. I would say that there is a divided opinion out there. 
In portions of the State of Washington there has developed, as I see 
it, quite a sizable support for public power at the local level, and I feel 
that that support has come from the fact that the Federal Bonneville 
power cannot be made available to them on a dependable basis unless 
they have public power at the local level. That is the unfortunate 
thing about it. 

Mr. Wisr. You propose to do something about that? 

Mr. Aanpaut. We have no proposal in the Bonneville area at the 
present time. 

Mr. Wisn. You have changed the contracts system, have you not, 
sir? 

Mr. Aanpaunu. Not as it relates to that particular one. 

Mr. Wise. You have as to the term of the contract and to this 
monopoly feature giving the companies a chance to establish a monop- 
oly, have you not? 

Mr. Aanpaui. We have not. 

Mr. Wisse. Mr. Chairman, this testimony has covered such a broad 
area, it has become very obvious here that there is a pattern within* 
the Department to increase this cost of power, not only to the Mis- 
souri Basin, but to the various other areas of the country. That has 
such direct effect upon what happens in the Missouri Basin that I 
would like to suggest to you that it seems to me the only wise thing to 
do is to broaden the scope of this investigation. I wil] assure you that 
the farmers of the Missouri Basin can get the farmers of the Bonne- 
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ville area in here to let you know how they feel on this subject, and 
the effect on their poe ‘ke ‘tbooks i in those areas. 

The CuarrMan. There is no objection to that. We will do that if 
you want to, when we get through with this hearing. We will recess 
it to a later date, and have some more. You can get all the witnesses 
you want. This committee wants to know whether or not these pri- 
private power compsnies are going to have a monopoly. We are in- 
vestigating monopoly. Any evidence you have along that line, we 
will be very glad to get, no matter where you get it from, New England 
States, or any other place. 

Mr. Wise. Mr. Secretary, do you know one situation in which the 
Bureau has taken over a transmission line or generating plant owned 
by a private company? 

Mr. Aanpant, No. 

Mr. Wiss. You testified with respect to the SPA arrangement. | 
gather the implication in your statement that that was sponsored by 
the SPA, and did not grow out of the grassroots or the action of the 
farmers of the SPA area. 

Mr. AANDAHL. It was a combination of the two. 

Mr. Wise. Are you saying that it was not origiaally started by the 
farmers in that area? Are you charging it was sold to them by some- 
one? 

Mr. Aanpant. No; I am only calling attention to what finally 
developed. 

Mr. Wise. Mr. Chairman, we can produce plenty of farm witnesses 
from the SPA area to show you how that was developed. 

Are you familiar with the lawsuit recently decided by the district 
court here involving the Department of the Interior and its activities 
in the SPA? 

Mr. Aanpaut. Which lawsuit do you have in mind? 

Mr. Wise. The Kansas City Power & Light Co. et al. v. McKay 
et al.? It is not reported yet. ‘There is not a citation to it. 

The Cuarrman. Will you tell the substance of it to the Secretary? 
He is not expected to know all about these lawsuits. He is not a 
lawyer. He is trying to carry out the terms of his job, and if you 
have any lawsuit in mind, give him the facts. 

Mr. Wiss. Mr. Chairman, he has made a serious charge against 
the SPA arrangement. 

The CuarrmMan. That is not the question. If you are going to 
refer to a particular lawsuit, Mr. Aandahl is entitled to have you give 
him the facts in regard to it. 

Mr. Wise. It is the lawsuit in which the 10 power companies in 
the State of Missouri challenged this very arrangement, with respect 
to which you testified, in the District Court for the District of Co- 
lumbia. It was decided by Justice McLaughlin. Secretary McKay 
was the defendant in the lawsuit. 

Mr. Aanpaut. That was the decision on the legality of the con- 
tract? 

Mr. Wise. Yes, sir. Are you familiar with the case? 

AANDAHL. It did not deal with the policy question. My com- 
ment was with respect to policy. 

Mr. Wise. My question is, are you familiar with that case? 

Mr. Aanpanu. Only in a very general way. 
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Mr. Wise. How can you as the designated No. 1 man in the De- 
partment, having responsibility for power, make the kind of state- 
nents you have made about that arrangement, and which you have 
nade in other places, without being familiar with that case which 
went to the core of the arrangement and which I may say upheld its 
legality on very broad terms? 

he CHarRMAN. Would not the question be directed to Mr. Davis 
as the Solicitor? 

\ir. Wise. Mr. Davis did not make the statement. Mr. Aandahl 
s criticizing 

Mr. Davis. Why don’t you take me on. If you want to have an 
argument, I will argue with you. 

Mr. Wise. Fine. My point is that it is irregular to make a state- 
ment like that without knowing the case. 

Mr. Davis. The case was argued and submitted and everything 
else, when you were Deputy Administrator of REA, and while the 
previous administration was in power, and all that has happened since 
is that the opinion of the court did come down since we have taken 
office, that is right. 

Mr. Wise. 1 was not raising any question about that. My ques- 
tion is, is Mr. Aandahl informed of the case, and can he study the 
significance of the case before deciding a power policy which we submit 
is very harmful to the pocketbooks of the farmers of this country. 

Mr. Davis. Is there any connection between the policy which we 
were pursuing and the lezality of a contract in Arkansas or Missouri? 

Mr. Wise. There certainly is. It goes to the very heart of it. The 
arrangement which was attacked there is what I am leading up to 
with my next question. Are you familiar with the arrangement, 
Mr. Aandahl, which existed between the cooperatives, the farmers of 
the southwest area, and the Southwest Power Administration? 

Mr. AANDAHL. Reasonably so. 

Mr. Wisn. Do you know the reasons for the arrangement having 
been entered into which you criticized? 

Mr. AANnpDAHL. I would like to hear your interpretation of it. 

Mr. Wiss. I am asking you the question, sir. 

Mr. AANDAHL. And I am asking you a question. 

Senator Murray. Who is going to determine this impasse here? 

Mr. Wiss. May it please the committee, here is an arrangement 
which exhibits this working partnership between the farmers or- 
ganized into cooperatives and the Federal Government to bring them 
cheap power, to bring them power at a fraction of the cost which they 
had to pay before these dams were made available, and to bring on 
power at a much cheaper cost than would have been possible were it 
not for the arrangement worked out between the cooperatives and 
the SPA. For any responsible person to say that that represents 
socialization or represents an attempt on the part of the Federal 
Government to take over any private property is so presposte rous 
I may submit without any basis in fact—that I think we can’t sit here 
and let it go by without challenging it. If you had in here the farmers 
from that area who are familiar with it, or if you had to sit and have 
those farmers come and plead with you and press you to make that 
type of a loan, and then to have someone sit here and indicate it was 
something done out of Washington or done out of the SPA office down 
there which had some socialistic concept—we had this word ‘‘concept”’ 

41455—54—pt. 110 
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yesterday in attempting to get an answer to your question, Senator— 
what we got out of yesterday was some Freudian discussion. 

[t won’t increase rates and nobody ever sold power for less than 
its cost, but there is a concept there—you can close your eyes and 
see a couch there with a psychoanalyst asking questions, after listen- 
ing to that kind of evasion. We have had a day and a half of evasion. 
I submit the question before this committee is, What is the purpose 
of that criteria? It does not increase the revenue to the Govern- 
ment. ‘Two gentlemen have testified that all the power is going to 
go to preference customers. The companies don’t need any pro- 
tection. They won’t get any out of it. What is the purpose, Mr. 
Aandahl, of that criteria; that was Senator Murray’s question which 
you so successfully parried. We don’t want a speech. We want to 
know in dollars and cents its effect upon the cooperatives or in its 
effect upon the Federal Government’s revenue; what is the purpose, 
why was the criteria issued? 

We submit, sir, that the only purpose was to increase the cost of 
power to the farmers, and the other customers in the Missouri Basin, 
and this testimony has clearly demonstrated that it could serve no 
other purpose whatsoever as does a refusal to buy steam to firm up 
that power to make more power available at a low cost to the farmers 
of the Missouri Basin. What is the purpose of the criteria? 

Mr. Aanpantu. If it does what you imply it does in your last 
statement, there, that is a sizable justification for the power market- 
ing criterion. It is our purpose to sell the hydro power that comes 
from multipurpose projects, and to sell it at the lowest possible cost 
for the benefit of the people of the area, such cost being the lowest 
possible cost that we can establish on a businesslike basis. But we 
do not want the Department of the Interior to be in there buying 
sizable blocks of steam power and acting as a marketing agency 
for those blocks of steam power. 

Mr. Wise. You do not want that done even though it will result 
in lower cost power to the farmers of the Missouri Basin. 

Mr. AaAnpaAHL. That statement, of course, is an assumption, 

Mr. Wise. I say if it does. That is a hypothetical question I 
ask you. Answer me, please. We have been very patient here, but 
you have answered virtually no question put to you. Will you please 
tell us, assuming that you could get cheaper power, I asked you this 
two or three times yesterday, for the farmers of the Missouri Basin 
by purchasing more steam power than that necessary to operate at 
an average year water flow, would you or would you not purchase 
that power? 

Mr. Aanpaut. I do not think that the Department of Interior 
should buy more steam power than is necessary to firm up the capa- 
bility to that of an average year. To make any assumptions on what 
that might do as far as increased purchases are concerned does not 
form the basis of a question that I feel should be answered. 

Mr. Wiser. We have one purpose of the criteria. It is to lower 
the amount of steam which will be purchased to firm up. Will you 
give us another purpose? 

Mr. AANDAHL. We want to limit the amount of steam. 

Mr. Wise. Will you give us another purpose of the criteria? 

Mr. AANpAnt. Another purpose of the criteria is to set up a specific 
marketing area in the Missouri Basin, and the criteria sets that up 
by leaps and bounds. 
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or \fr. Wise. And that is cutting down on the previously recognized 
area 

1an \Mr. AANDAHL. It is a somewhat untracted area. 

ind \M(r. Wise. There will be less farmers in the area getting the benefit 

ane of that low-cost power. 

on Mr. AANDAHL. It embraces an area that is sizeable, and if we go 

Ost beyond the area that is embraced in the criteria, it will add to the 

mn- transmission costs, and it will reduce the net revenue that we can 

to receive for the hydroelectric power that is generated. 

ro- \fr. Wise. Mr. Secretary, it would be so helpful to the record if you 

[r, will either say I won’t answer your question, or else answer it, instead 

ch of going through the evasion each time. My question is, are you 

to reducing the area which will receive the benefits of low-cost power 

lts and thereby reducing the number of farmers who can receive such 

8e, low-cost power? 

Mr. AANDAHL. I said we were reducing the area, and I gave you 
of vou the reason for reducing it, and that was no evasion of your 
nh, question. 

10 Mr. Wise. Will you give us another purpose of the criteria or 

ip another result of the criteria? 

rs Mr. Aanpanu. Another result of the criteria is to recognize that 
there is a limited number of circumstances under which long-term 

st contracts can be entered into with nonpreference customers. 

t- Mr. Wisr. Minus the so-called withdrawal provision. 

S Mr. AANDAHL. Yes. 

st Mr. Wise. If the facts are as testified to by you and Mr. McPhail, 

st that there are no nonpreference customers who will get any of this 

e additional power, how is that a purpose of the criteria? 

g Mr. Aanpanu. We are talking now only about firm power. There 

Vv is secondary power and peaking capacity that probably will go to 
nonpreference customers in certain amounts. 

Mr. Wise. For a long-term contract? 


Mr. Aanpauu. That will be determined after we get a more specific 
measure of the amount of that type of power and the conditions 


I under which it will be delivered for sale. 

Mr. Wiser. In your speech at Fargo, you did say any remaining 
power will be sold to nonpreference customers on a similar long-time 
3 basis? 

Mr. AANDAHL. That is correct. 

; Mr. Wise. You are changing that now. 

Mr. Aanpauu. No, I am not changing that. We are talking only 


about the block of 210,000 kilowatts when we say that it appears that 
will all be taken by the preference customers. 

Mr. Wiser. This may not harm the preference customers now in your 
opinion. There is a large block coming in later to which these long- 
term contracts would apply, is that correct? 

Mr. AanpAuL. There may be excess power when the new bloc ks of 
power are available. : 

Mr. Wisr. So one of the purposes of it then—if I am not stating 
this fairly, please correct me—as I gather from your answers, that 
as to this additional power, one of the purposes of the criteria is to 
make that available to the companies over a long-term contract not 
having a withdrawal provision in it, and therefore not available to the 
cooperatives. 
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Mr. Davis. Why don’t you state as a part of your question that he 
has repeatedly told you that as each of those blocks become available, 
they would be offered in full to the preference customers? 

Mr. Wise. Because that is not pertinent. But I will be glad to 
put that in if it will make you any happier. The situation is that at 
that time they had to sign up long-term contracts on overage, and they 
will be subject to that penalty. So the practical effect of it is that 
they cannot do it. So we now have a purpose which I thought had 
been denied not once, but several times here, that one of the purposes 
is to make this power available if the cooperatives don’t sign up for 
that immediately when that first becomes available for a long-term 
contract, it then becomes available to the power companies on a long- 
term basis, with no right of withdrawal for the benefit of the 
cooperatives, 

Mr. Aanpauu. If there is power in excess of the needs of the 
preference customers. 

Mr. Wiser. That is all. 

The Cuarrman. Mr. Hanlon, will you proceed with your testi- 
mony? 

Mr. Hanton. I think I was on section 5 of the marketing criteria 
at the time that we got off the topic. I want to mention I don’t have 
up-to-date figures. I think the last ones that were released at the 
present time of the power that is being generated by the Bureau of 
Reclamation, or sold by the Bureau of Reclamation in Missouri Basin, 
48 percent of the power is being sold to the utilities. Those figures are 
at January 1, 1952, and 31 percent to the coope ratives, and the rest 
of it is through Federal agencies; munic ipals, I think, have 8 percent. 

That, of course, shows that under the c riteria the major part of the 
present Bureau supply will or can be put into 20-year contracts, 

No. 5 says that no provisions will be made in the terms and condi- 
tions of sale which will result in automatic increases in the initial power 
commitment without a proper compensation for the increased power 
reserved, 

That is a little bit contradictory to the statement you just made, 
when I used the chart, and you said if we could prove our needs of 
needing an additional block of power, you will reserve it. 

So again you have violated the criteria in that statement because 
here you say no provision will be made in the terms and condition of 
sale which will result in automatic increases in the initial power com- 
mitments without proper compensation. 

I don’t know what the proper compensation means, but undoubtedly 
it is in the form of penalty. 

Mr. AAnpAHL. May I interrupt just a moment there? In the 
contract that we make with a preference customer. We make no 
provision for the reserve of power that that customer will use in the 
future, unless we receive compensation for it. That does not mean 
that we cannot sell our power on a temporary basis to some other 
company or to some other customer. At the expiration of that 
temporary contract we make the power that was covered by the con- 
tract available to preference customers to take care of growing needs. 

Mr. Hanton. I again say that it says in there, ‘‘No sale will be made 
which will result in automatic increases,’ and that definitely states 
this is going to go out to your Billings office where you market power, 
and when we come out there, the Billings boys will open up the criteria 
and there it is; we can’t do anything about it. 
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[ will say Mr. Aandahl made a statement in Washington, but they 
will say it is not in his criteria, 

No. 6: 

The contract will state that it is the customer’s responsibility to have or secure 
ther sources of power to meet his needs in excess of the amounts stipulated in his 
contract with the Bureau. 

I think that is definitely telling them they better go someplace else 
to find their power if it is in excess of what they can give them, even 
f it is sold on 20-year contracts to somebody else. A big thing on this 
whole debate on the power is not just this 210,000 kilowatts that are 

for sale, but we have to run that there is practically 2 million 
kilowatts of power somewhere in the basin that is going to be developed 
on the main stem dam. There will be a machine capability of approxi- 

ately 1,500,000 kilowatts. We are only talking about this 210,000 
at the present time. 

My concern at that point is, these tremendous amounts of sec- 
ondary, if it is going to remain secondary, or the tremendous amounts 
of firm that are coming up in the future, is certainly putting coopera- 
tives who see because of power rates they have now an advantage in 
organizing a generation cooperative, they are actually curtailed. 
These potential preference users that you fail to recognize, in fact, 
you exclude them in several statements that you have made, I think 
those potential preference users are something that this committee is 
concerned about, because it gives them a chance to enter that com- 
petition or to break that power company monopoly at some future 
date. 

If this secondary, for instance, can’t be used as we all know by 
very few of the preference users because of lack of generation, is sold 
on 20-year contracts, the chances of the cooperatives buying any 
future for generation are quite remote. We know that generating 
plants are not built in a short period of time. It says in order to 
give equal opportunity to all potential purchasers of power, which 
will be produced in power plants which will begin operation in the 
indefinite future, announcement of the power to be available will be 
made at the appropriate time prior to such initial generation. Ap- 
plications for power will then be received and sales of power made in 
accordance with such criteria as may then exist. 

That is the part that throws this thing into a little bit of a tailspin. 
Made in accordance with such criteria as may then exist. Is there 
to be a new criteria when the next block of power is offered for sale, 
rr there might be a new administrator or something. One wonders 
why that is put in there. 

Now, getting into No. 7, which we partly discussed at some length 
yesterday, I want to briefly go over it again to show our feelings as 
farm seepennianee es in this particular section. 

No. 7 says 


The available power will be disposed of in the following priority of consideration: 
(a) Present power commitments. 


You have made many exceptions to that, but the criteria says 
present power commitments. No. 2: 


tequests of customers which can be served from present facilities and arrange- 
ments 
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That goes down into further explanation that it will first be to the 
preference users, the second to the nonpreference users. I am thinking 
of the municipality that is now a preference customer, and they are 
setting off away from any transmission line or any wheeling arrange- 
ments. The University of South Dakota, and the city of Vermillion 
are both preferential users, and have no right of buying that power 
because there is no means of getting it to them. You have no facilities 
or arrangements. So you could sell that power under the criteria to 
a power company, and most of your lines are built into their sub- 
stations and they are right where they can take it, and right now those 
who are preference users and have been for years, have no chance of 
buying that power. For that reason I think the (6) is restricting that 
type of customers 


c) Requests for power requiring new facilities or arrangements. 


That again emphasizes the fact that if you have no facilities or 
arrangements and if you don’t have enough power for (a@) and (6), 
there is not very much chance for many, many of the preference 
customers to ever get any of this power unless they can get some power 
company to build a line down there who has an arrangement with 
you people. 

The Cuarrman. Mr. Hanlon, it is interesting what you said about 
the University of South Dakota and the city of Vermillion. Will 
you go into detail on that? 

Mr. Hanton. I maybe can do it quicker with the map. The Uni- 
versity of South Dakota and the city of Vermillion are down here. 
There is a wheeling arrangement on this line which has no capacity 
and therefore has no effective relationship and is still some 40 miles 
away from the nearest agency to get power. They have no facilities. 
They have been municipal for years. There are no transmission lines 
over in that particular territory. No power company has ever served 
those people or the city of Elk Point that is another preferential user. 
Under this criteria this particular city and the university, both prefer- 
ence users, will not be able to buy power until the Northern States 
at their load center, have their commitments met, because they have 
facilities into the Northern States Power Co., but no facilities or 
arrangements for the city of Vermillion. That is an isolated case. 

I think we have one in a small town up in this area, and how many 
more in the basin I don’t know. But under the criteria they are 
limited. 

The CuHarrMan. Just what do you mean, “limited” or “eliminated’’? 

Mr. Hanton. There are no facilities or transmission lines. Accord- 
ing to the criteria it says that the request of customers which can be 
served from present facilities or arrangements are going to be the 
second group to get power. Under that they break it down and say 
preference users first. What is remaining goes to the power company. 

Let us give the instance that first they take care of the preference 
users that have facilities. Then they come along and say we have ra 
facilities for the city of Vermillion, so we will go to No. 2 and sell 
to the nonpreference users on a 20-year contract. The city of Ver. 
million has no chance of sec —- that power unless they still have 
enough power under that (c), they will build new facilities. They do 
not assume a sa oaitamey ‘and the ‘y have indicated they have no 
plans for any future transmission lines at the present time. I say 
that those preferential users are unjustly treated under that criteria. 
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The CuarrMAN. The reason I mentioned Vermillion, the Secretary 
is very familiar with it, and Bismarck, N. Dak. The distinguished 
Secretary has been Governor of North Dakota. He succeeded me 
shortly after I was Governor. The Secretary will remember that we 
built a new capitol in which we put four elevators, and when the 
Industrial Commission of North Dakota took office in 1939, we were 
paying 7.9 cents for electricity. 

We also had a twine plant out in the penitentiary with which the 
Secretary is very familiar. To build that capitol, the industrial 
commission asked how much it was going to cost to run those elevators. 
They were told it would cost $5,000 a year, or $20,000 for the four of 
them. Ido not know anything about the price of power, nor did my 
associates at that time, so we got three experts. We got Mr. Irving 
Levine from the University of North Dakota, who is an expert in 
electricity. We got a man from the agricultural college, and another 
man from the Mellon Elevator at Grand Forks. The industrial 
commission insisted that they make their report under oath together 
with all the engineering figures. They are all expert engineers. We 
wanted to find out what the State should pay for that power. 

We supplied these figures to the Insull Co., whereby with an arrange- 
ment, Mr. Blackston was to get his engineers and arrive at what the 
State should pay. 

They came in under oath and said the State should pay three- 
quarters of 1 cent, and the company would still be making money. 
Instead of their engineers coming in, they sent in two lawyers, Cox and 
Cox of Bismarck, whom the Secretary knows. They said that they 
had a franchise. They were going to stand pat on their franchise. 
They were not going to reduce their rates to the State. 

The net result was that we used a law passed in 1919 whereby the 
State could build its own light and power plant. The industrial 
commission promptly advertised. We hired the Pillsbury Engineering 
Co. of Minneapolis to draw the plans. We advertised for bids. The 
day before the bids were to be opened, the power company came in 
and said if we would include the training school, they would furnish 
that power for 1 cent. 

Our engineers developed that they would still be making good 
money at three-quarters of 1 cent, with a fair return on their invest- 
ment, which was never denied by the Insull people. 

We finally entered into a 10-year contract for 1 cent, which proved 
to me that the competition after all is a mighty good thing when we 
offered to build our own plant in competition with the Insull Co. 

I mention that because the distinguished Secretary is very familiar 
with those facts out there in our State. So I am very sympathetic 
to low rates. I think if you get competition, you get these power 
rates down. 

A little bit later I want to read a statement into the record that has 
been prepared by some electrical contractors bearing out this matter. 
I noticed yesterday the distinguished Secretary said that they could 
deduct certain costs when they arrived at these rates. I want to 
mention some of these costs that these people have. 

For example, I know in our legislature at home, they had a member 
of the legislature on the payroll at $500 a month all the time the 
legislature was in session, and they deducted that as a part of their 
expense when they arrived at their rates. 
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Pardon me for interrupting you, but I did want to bring out this 
in view of the fact that you mentioned the University of South 
Dakota, and Vermillion. I think it is typical of what you find in 
some of these towns. 

Go ahead. 

Mr. Hanon. It seems that the last paragraph in that section 7 was 
discussed the other day. It is broad in its scope. I think what it 
says from the interpretation we got that anywhere they have a wheel- 
ing contract, it can be considered as an existing wheeling contract 
anywhere they have other arrangements—I have taken the instance 
of the Otter Tail Power Co., who have a wheeling contract—I believe 
at the present time the contract is restricted to the State of North 
Dakota. It immediately now becomes an agreement to cover South 
Dakota, and their service area in Minnesota. They have an agreement 
and are exchanging wheeling power with Northern States Power Co. 
They immediately become a wheeling agent all through Minnesota 
in the marketing area, and they in turn tie in with the Towa systems, 
and so the wheeling arrangements already exist. 

There is nothing wrong in the wheeling arrangement, but it does 
bring a lot of potential purchasers or customers of power into the 
scope of their present facilities, and still leaves that town of Vermillion, 
and I don’t know how many other related towns, without a chance of 
getting power. 

I am going to run into No. 9. 

The Cuarrman. There is no hurry about it. You looked at the 
clock. You can testify after lunch as well as before. There is no 
hurry. 

Mr. Hanon. Senator, there are a lot of people that want to get 
home, and they want to testify today. 

The CuarrMan. You folks are all under subpena, and you are not 
going to be released. This is one time that the committee subpenaed 
everybody, so we would be absolutely sure to have a good hearing. 
I have run into this thing before of people going home. Even Mr. 
Day is under subpena. 

Mr. Hanton. All right. No. 9 has reference to dump power, and 
all I have to comment on that is that that dump power will go to the 
power companies because they have the facilities to use it. The 
rural electric cooperatives at the present time could use very, very 
little of it, if any. 

No. 10 is quite a change in policy. It says in connection with the 
power sold and transmitted over the lines of others under wheeling 
arrangements, the Bureau will absorb no more than 1 mill per kilowatt- 
hour and the associated losses of the wheeling charge for transmission 
of firm power. Care will be taken to hold wheeling commitments to 
less than 1.0 mill where, because of short distance or other reasons, a 
smaller amount is adequate compensation. 

I don’t think anyone could figure out the impact of that until 
they knew what the associated losses amounted to. It seems now 
that they are setting a maximum when before we had a minimum. 
In other words, we were given a contract and our existing contract 
has been entered as an exhibit, 1 mill for all wheeling. There was 
no floor under it that they could take back. I can show you again 
on our map, Senator, in this particular case sometimes we have long 
transmission lines. We do not do it for a mill in the first place. We 
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do have some locations where we are delivering to our members right 
close to the source of Bureau of supply and for that reason, under the 
new criteria they would take direct delivery and probably give us a 
small amount, instead of our full mill while out here we would be 
compensated for a mill. 

The CuHarrMAN. You take your time and explain the wheeling 
business to the committee. Just how is this new criteria going to 
affect you? What is the difference between the new criteria, and 
the present arrangement on your wheeling. 

Mr. Hanton. Under the contract we have, we are given 1 mill 
wheeling regardless of our cost. It is set up there as a minimum 
that they will give us, or maximum amount of money. It is 1 mill, 
period. Under the new criteria it is a flexible thing that can be 
reduced. In our particular case, and the reason we ‘Object to it is 
that we would have to open our contract up and it might mean that 
about 16 percent of our wheeling—and by wheeling, we mean where 
the Bureau uses our lines as a railroad to get this power to one of 
their customers, and they pay us | mill on that under all conditions. 

The CuarrMan. That is your present contract? 

Mr. Hanon. That is our present contract. Actually in that con- 
tract, they would pay us a mill on the wheeling of secondary power, 
but under the criteria here they pay no charges for secondary. 

The thing that has happened on that is that we happen to be the 
facilities to serve a municipal—lI will mention Madison, 8. Dak., a long 
existing municipal—and we happen to be the wheeling agent for that 
organization. Now they will not sign a contract with Madison unless 
they pay their own secondary wheeling charges. They will wheel 
firm and give usa mill. The thing comes up that they have lines into 
the load centers of Northern States Power Co., and naturally Northern 
States is not wheeling it to themselves, so they will get this secondary 
power at 3% mills, while the city of Madison will probably pay 4% to 
5 mills. One is a preference user paying more than a nonpreference 
user under the arrangements of the criteria. 

The CuarrMan. Figure that out in dollars and cents for me. 

Mr. Hanton. It would take a considerable time. 

The CHaArrMaNn. Just illustrate it. 

Mr. Hanton. I will take it on 1 kilowatt-hour, Senator. One kilo- 
watt-hour of secondary power going to the city of Madison would cost 
the city of Madison probably 4% or 5 mills. Under our arrangements 
we would take a minimum of a mill. It would cost us more to do it, 
but we would do it under our contract. So if the cost of power is 
3% mills, the city of Madison would have to pay 4% mills to get the 
power. Do you understand? Because they would have to pay their 
own wheeling on top of the power they are paying the bureau for. 

The power companies for some reason, and should be possibly be- 
cause they are the major source of power—— 

The CHarrMan. You understand I want the difference between the 
criteria and the arrangements you have now. 

Mr. Hanton. Under the arrangements we have now—— 

The Cuarrman. You just confine yourself to that. Give us the 
present arrangement and tell us how the new criteria is going to 
change it. 

Mr. Hanton. Senator, I don’t believe the new criteria, except the 
new criteria would never allow us to go into another contract of this 
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kind, and gives them the basis of not selling the city of Madison any 
secondary power; they have refused seconds ary power to the city of 
Madison for some time because they would not pay the wheeling 
charges. The comparison again on this monopoly situation, the 
power companies naturally can pick up the load of secondary power 
at their own load centers. The substations are always built next toa 
power company’s facilities. Therefore, the power company will buy 
secondary power on those arrangements cheaper than the preference 
users. Iam bringing out that point. 

There is one thing in there, and I don’t want to open it up right 
now, but I would like to know what associated losses means. It says 
directly in the criteria the customer will pay all wheeling fees and 
energy allowances incurred in the delivery of secondary power. 

The Cuarrman. What did you say the associated losses means? 

Mr. Hanton. I don’t know. I have never found out. It would 
take too long 

The CHatrMaANn. These gentlemen will tell you if you will ask them. 

Mr. McPuart. I will be glad to answer that. The associated 
losses are those losses which would be computed or agreed upon in a 
contract arrangement as being as nearly as possible the actual losses 
that come about by the transmission of the energy. When you 
transmit energy over a transmission system, there is always a certain 
amount of loss. You get a little less out than you put in. In this 
criteria the arrangement is that the Government will pick up as part 
of its share of the cost a reasonable amount of losses associated with 
the amount of energy delivered. 

The CuatrMan. Does that explain it to you? 

Mr. McPuat. That varies with different systems. It may be very 
low in some cases and quite high upon others, depending on the dis- 
tance of transmission, the voltage of the lines. 

Mr. Hanton. It says the Bureau shall absorb not more than 1 mill 
per kilowatt hour and associated losses. In other words, if the line 
loss was 9 percent, you would give them the mill plus that 9 percent 
loss 

Mr. McPuatn. We would give them the mill plus whatever the 
percentage of losses were. That is, for every 100 kilowatt hours you 
put in, and you only delivered 95 of them, then the Bureau would 
provide the extra 5 kilowatt hours without charge. 

Mr. Hanton. That is the part we were concerned about. That is 
in addition to the 1 mill. They won’t subtract it from that maximum 
of 1 mill. If you gave us two-tenths of a mill of power, you would not 
pay us eight-tenths of a mill in that case, and then give us the associ- 
ated losses. 

Mr. McPuatw. We provide a mill for the transmission, and we also 
supply the increment of energy that is required to make up the losses 
that are incurred in the final delivery of the power to the customers’ 
delivery point. 

Mr. Hanton. Both transmission and transformer losses. 

Mr. McPuat. It depends on the point it was agreed as the delivery 
point. It may or may not include transformers. 

The CuarrMan. Does that explain it to you? 

Mr. Hanton. Yes. There are so many problems involved. This 
section 11 is the one that Secretary Aandahl stated that the coopera- 
tives were concerned about, and I will say that we did request some 
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means where we could buy all of the power for all of our member 
cooperatives, that is, rather than have each one individual contract 
with a substation which makes 54 contracts in our particular situation, 
have one major contract, so that we would have the right to move the 
power to the various agencies or our customers and be able to resell 
it. The purpose of that would be that we would have some diversity. 
If one cooperative’s load growth did not go according to schedule, and 
another exceeded that, we could use that power some place else. That 
would save considerable to us and has a great economic advantage to 
the Bureau of Reclamation. We did feel that was right, and we did 
want to still be able to get compensated by the Federal Government 
in the same amount that they were compensating us under the present 
contract which was a flat 1 mill for every kilowatt-hour that we 
delivered. 

So this part of the criteria I could criticize to a great extent, but I 
think you have indicated on two occasions that you intend to change 
that if what I am saying is right. 

Mr. AaAnpAHL. I have said on several occasions that I wanted the 
representatives of the cooperatives to work with Mr. McPhail and 
others in the Bureau of Reclamation to determine just what the effect 
of the provisions of section 11 is. 

Mr. Hanon. Io this it is 1 little bit different in wording than the 
other part of the wheeling arrangement in the fact “but not in excess of 
the lesser of the contractor’s service cost per kilowatt-hour or 1 mil 
per kilowatt-hour of firm energy sold and delivered to the contractor.”’ 

In this particular case it is not a wheeling charge. You are giving 
us a credit of 1 mill. That is the way it states it io the criteria. 

In that particular case, we would have to assume, and we would 
assume it from what is said here we would have the investment of our 
meter equipment. We would have to read the meters and maintain 
those which has been the Bureau obligations at the contract. You 
meter at your low side which becomes our high side, so we would have 
to absorb our own line losses. That is the objection I made to 
Mr. Aandahl. 

Mr. McPuat. If I could, I might answer that. Certainly that is 
true. Also, you will get all of the benefits of diversity which in our 
opinion are a great deal greater than the line losses involved. Ordi- 
narily, in a system diversity may run as high as 10 percent. We 
think that is contribution as against the line losses you pick up, which 
in a good system will be a good deal less than that. 

Also in an arrangement like this properly we believe the Bureau’s 
responsibility should end at the place where it provides the point of 
delivery. After that it becomes the customer’s responsibility. 

Mr. Hanton. That brings up the point you have testified now in 
the— 

The CuarrMan. It is 12 o’clock. We will adjourn until 1:45. 

(Thereupon at 12 o’clock noon, a recess was taken until 1:45 p. m., 
the same day.) 

AFTER RECESS 


(The subcommittee reconvened at 1:50 p. m.) 

The CuarrMAn. You may proceed, Mr. Hanlon. 

Mr. Hanon. I was in article 11 of the criteria when we adjourned, 
and we were discussing a little bit about this one section which was 
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set up for the G. and T. cooperatives so that they would have a chance 
to buy and sell. 

In the idea itself, we fully agree; but we find in our interpretations 
that instead of getting the 1 mill that we normally thought we got for 
wheeling contracts of this nature, because of the loss of the power in 
transmission, the line loss that is normally absorbed by the Bureau of 
Reclamation, we lose 9 percent of our wheeling revenue plus the fact 
that we have had various interpretations from the power sales section 
of the Billings regional office. We were told that we would also lose 
the transformer losses, which under our present contract amount to a 
basic 3 percent. So that means that we lose practically 11 or 12 
percent of what we thought we were going to get in wheeling on an 
organization of this kind. 

That doesn’t sound to be too much, and this morning it was men- 
tioned that we have the benefits of diversity, which we are tickled 
about; but at the same time, they point out in the criteria that: 

In view of the savings made by the Bureau under such arrangements (such 
savings including cost of transmission either by wheeling or by transmission over 
Bureau lines, transmission losses, processing of individual power contracts with 
cost-of-service customers or member cooperatives, reading of meters of such 
customers over rather large areas, accounting and billing for such customers, 
etc 
they mention all the savings the Federal Government will make in 
selling this power to us. Yet when you work out the criteria, because 
they now do not assume the transmission losses in our system, instead 
of getting 1 mill it works out on our 1954 loads, for instance, we would 
get about 0.3 of a mill, less than a third of what we intended to get. 

As explained about our eastern division system, we are actually 
nothing but a railroad. We make our living from the wheeling we 
get from the Bureau of Reclamation plus any surcharge we charge our 
member co-ops on a cooperative basis. 

The CuarrmMan. How much money would that amount to in a year? 

Mr. Hanton. On 1954 loads, it would amount to approximately 
$118,000; and worked out into 1960 loads, it runs into about $170,000. 
That is a considerable amount of money for a cooperative to lose. 

The CuarrMaAN, This is so important I would like to have you go 
over it again for the benefit of the Secretary, and let him realize it is 
so important—$118,000 one year, and $170,000 the next. 

Mr. Aanpauwt. Mr. Chairman, I believe I understand what is in- 
volved just from the conclusion, because we have discussed this a good 
many times. 

| would like to call to the committee’s attention, however, the fact 
that this provision which is being analyzed right now offers a new op- 
tion to the G. and T.’s that they did not have before. This doesn’t 
reduce in any way the privileges that they had under the previous 
policy. They can still go ahead with their contractual arrangement as 
as it existed under the previous policy, and this offers ® new option 
that they can take advantage of if it offers them any advantage. 

The financial disadvantage that Mr. Hanlon has outlined here has 
been suggested to us on several oceasions. This is the first time that 
we have had detailed figures on it. I suggest that he make those 
figures available to Mr. McPhail and we will review them in the 
Department. 
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I have indicated that this is a point on which we might justify some 
correction if the facts substantiate that point of view. It is an open 
question as far as we are concerned. 

The CuarrMan. Thank you very much. 

Mr. Hanton. That eliminates that part of the discussion, the 
chance that this is going to be changed, and you feel strongly that if 
my figures are justified and you people are going to make certain 
savings, for our mutual benefit, it should be changed. 

There is one other thing I w ant to read in this, and I will read the 
introductory paragraph: 

In lieu of wheeling power and energy over the transmission lines of public bodies 
and generating and transmission cooperatives for electric service to nonprofit 
ost-of-service customers or member cooperatives of such agencies (which non- 
profit customers or member cooperatives have representation with the parent 
agency and which purchase power and energy for resale), the Bureau may make 
arrangements with these agencies as contractors for direct delivery and sale of 
firm power and energy to them for resale to nonprofit cost-of-service customers or 
member cooperatives subject to the following conditions as conclusively deter- 
mined by the Department: 

[It says the Bureau may. Does it mean if the Bureau decides they 
want to do it this way they have the right to do it and we have nothing 
to say about it? 

Mr. AANDAHL. It would be my understanding that this is offered 
as an option, and whatever is done there would be done in mutual 
agreement between the Bureau and the cooperative. 

Mr. Hanton. It doesn’t say that, though, does it? I will ask some- 
body to imterpret it for me. 

Mr. AanpanL. May I ask Mr. McPhail what his understanding is? 
| know when we talked about putting it in the criteria, that is the objec- 
tive we had in mind. 

Mr. McPuar. The item was put in there because of the expressed 
desire by some of the public agencies to have an arrangement under 
which they might perform in this manner. It involves the REA’s 
and also the Nebraska power agencies. We developed this as an 
option that would be open to mutual agreement between the Bureau 
and the agencies involved. 

Mr. Hanuon. Is that what it says, though? The Bureau ‘may 
make arrangements.” 

Mr. McPuatm. I think it means that it is permissible. 

Mr. Hanton. It is permissible. There would have to be a new 
contract. 

With that in mind, as long as there is consideration of this point 
and we agree that we are not getting the full revenue that we intended 
to get—and you agree we should—— 

Mr. AanpDAnL. No, we don’t agree that you are not getting it, but 
we agree that it is a matter that should be reviewed by our rate people 
and by your rate people. 

Mr. Hanton. It is not a very complicated thing. Mr. McPhail 
knows our situation. We now buy power from the Federal Govern- 
ment under contract on the low side of our own substations; and in that 
arrangement, under the type of contract we have, we get 5 percent 
credit for substations. In return they charge us 2 percent for the 
losses of those transformers and we gain 3 percent there. 

Then we are metered on the low side. So all the line losses in both 
your system and our system, are absorbed by you people. 
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Under this new arrangement, we would be metered on the high side 
of our line, which is your low side, and therefore we wouldn’t get this 
transformer and line loss. 

So I am just saying that under this arrangement, on an identical 
operation basis, with the fact that we would have meter reading 
expense and the amortization of loans for meters and equipment, and 
you people then, of course, would have to have high-voltage meters, 
we would lose about two-thirds of what we thought was our revenue. 

Of course, we don’t have to accept it, we realize that, but we would 
like to accept it if we can get the same revenue we are now guaranteed 
under our contract. We would then amend our contract because of 
the fact that there is a savings in diversity, as Mr. McPhail pointed 
out. 

Mr. McPuatiu. I would like to see your figures, because I cannot 
agree that the losses to you are anything of the magnitude that you 
mentioned. In my opinion, the matter of diversity w vill overcome any 
losses that you sustain. Nevertheless, I think it should be realized 
that there are two sides to this: that the United States is concerned 
in revenues just as much as the REA’s. This is a matter where we 
have to consider our financial revenues the same as you people do. 
Our obligations to pay out the cost of the project, in my opinion, are 
just as mandatory as your obligations to pay REA. We must look at 
both sides of it. 

Mr. Hanton. That brings up the point, when I was in section 10, 
you told me at that time—and this would be the type of arrangement 
you would have with the power companies—that you would pay them 
up to 1 mill and associated losses. You are giving them more than 
a mill against the type of contract we have. That is why I say there 
is no consistency between section 11 and section 10. 

Mr. McPuait. Not at all, because they are not getting the benefit 
of diversity in cases where we pay them wheeling and meter to the 
customers directly. Our bills are predicated upon our actual reading 
to the customers involved. 

Mr. Hanton. What does diversity amount to on our system, say? 

Mr. McPuait. I would guess on the average it would amount to 
pretty close to 10 percent. 

Mr. Hanton. A 10 percent savings. That isn’t what it is actually 
working out to now. There is a diversity factor of about 95. I 
think that is probably true of many systems. We have some engineers 
here who perhaps could clear that up. As a result, we can’t see 
enough savings in diversity to accept this. 

Then again, there is the principal thing that —— 

Mr. McPuatt. I think, Mr. Hanlon, you should understand that 
you don’t have to accept this. You can stay under the present 
arrangement. It is optional with you. 

Mr. Hanton. I realize that, but this is one of the things that I 
was quite interested in and asked Mr. Aandahl to put in any type of 
Missouri Basin policy they have. I have it here, but I don’t like it. 
It doesn’t quite work out the way I wanted it to. 

Mr. AANDAHL. I might say I am very much interested in this type 
of arrangement, and it will be very much in harmony with the general 
objectives that we have in mind if we can get a cost toatl there 
that will be satisfactory. 
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Mr. Hanuton. One other thing in that section, this cost-of-service 
customer that is mentioned in there. Maybe somebody can explain 
how this physically could work out. Would this cost-of-service 
customer mean municipals along our transmission lines? 

Mr. McPuart. That cost-of-service customer was put in there to 
cover particularly the situation in Nebraska. 

Mr. Hanon. It was just an “or” thing. 

Mr. McPuHait. Where in their local nomenclature they refer to 
quite a large body of their customers as cost-of-service customers. 

Mr. Hanton. Don’t you think there is quite a problem involved, 
both from the operational standpoint and engineering, in the fact 
that these municipals along there will be sold on the low side of sub- 
stations, and yet you are metering all of this electricity on our high 
side, which is your low side of the substations? Just how are you 
going to account for the difference? 

Mr. McPuatt. That would be a straight wheeling arrangement so 
far as you are concerned, if we sell to the municipals. The whee ling 
contract would govern any power that was disposed of to the munici- 
pality. The wheeling charges would be paid to you under the present 
arrangement. ‘They would not become customers of yours. 

Mr. Hanuon. I was thinking from the physical standpoint, Mr. 
McPhail. You are selling us on the high side; yet you have another 
customer away down on the line on the low side. ‘This is what we 
pay for our power; and yet at the same time the municipal power is 
going to come through that same meter. You would just subtract 
the difference? 

Mr. McPuait. Surely. 

Mr. Hanton. Then we would absorb the line loss for these 
municipals? 

Mr. McPuait. No. Under our wheeling arrangement we provide 
the equivalent of the line losses. That is already set out in your 
contract. 

Mr. Hanton. That is actually all I have on the criteria. I think 
I have pointed out in nearly every paragraph that we are not in 
agreement to full extent. 

There have been some things amended by statements made here 
that might be of some help. 

| have a resolution here from Mineral Wells, Tex., that lends 
support. They asked the President to take the action necessary to 
reverse the power policy of the Department of the Interior and its 
effect on rural electrification in the 10 Missouri Basin States. I 
would like to put that in the record, if I may, Mr. Chairman. 

The CuarrMan. It will be filed. 

(The document referred to was marked “Exhibit P” and filed with 
the committee.) 

Mr. Hanton. I also have another resolution that was passed by a 
group of people at an electric consumers conference here on Nov ember 
9, which is signed by many. associated organizations who had the 
authority to act on it, also protesting the marketing criteria for the 
Missouri Basin. 

1 would like to have that in the record. 

(The document referred to was marked “Exhibit Q” and filed with 
the committee.) 
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The Cuartrman. Also the petition of a group of people from North 
Dakota which will be filed. 

The document referred to was marked ‘Exhibit R” and filed with 
the committee.) 

Mr. Hanton. I think we have pointed out that in contracting 
power into the future, we would have to pay penalties, these penalties 
amounting to actually how much power they had for sale at the 
present time. We feel this is unjustified in the costs that will have 
to be reflected on these loans to farmers in the Missouri Basin. 

I can’t help but want to emphasize—and it may be true of many 
of the areas served by Rural Electrification—that we are serving 
areas that utilities consider submarginal; otherwise they would have 
served them, | imagine. 

We know that our land area out in North Dakota, South Dakota, 
Nebraska, Colorado, and Montana, are rich agricultural areas, 
including one-sixth of the area of the United States. Yet actually 
in some Means we are poor, and that is due to the fact that our econ- 
omy is so basically agriculture, and our population centers are small. 
We have long distance transmission and distribution lines to serve 
farmers. I don’t think any of us brag that we are making a big thing 
out of serving ourselves. I think that the important thing is that 
these farmers wanted service. They are getting service. It was 
only possible because we had the promise “of low-cost hydropower 
from these newly developed dams on the Missouri River, that the 
Rural Electrification Administration could make feasible loans. 

We have a tremendous amount of expansion that is going to have 
to be made in the future. But with increased rates, it is going to fall, 
of course, on the pocketbooks of the farmers, and we think this 
Federal power should go to those people who need all of the benefits, 
all of the breaks, of low interest rates and friendly State and Federal 
laws, so that they can exist and keep continuing. I think it can’t 
help but be pointed out that I don’t think those farmers ever again 
are going to go without electricity. I hope it doesn’t have to be that 
they have to default on their loans to the Federal Government because 
of the marketing criteria or of any rate increase or anything else, 
because those farmers are going to ask for electricity, no matter if 
the Federal Government itself has to do it. 

So let’s not encourage socialism and let’s not encourage the power 
companies to but them out for 10 cents on the dollar. Let’s try do to 
everything we can do to keep this one industry going. 

I will conclude there, and thanks a great deal. 

The CHarrMAN. Senator Watkins, any questions? 

Senator Warkins. I would like to ask this question. To what 
extent now do you cover the field in this rural area that you mentioned? 
To what extent do you serve it? Are you practic ally 100 percent 
now in serving the area? 

Mr. Hanton. No. I think maybe somebody else could answer 
that. I think it is probably 85 percent in our area. 

Does anybody have the actual figures? I think 85 percent of the 
farms are served. 

What I meant by an additional investment was because of the 
very feasibility of these cooperatives, Rural Electrification did not 
make money available for years in the future for their load growth. 
In other words, they built the minimum of transmission and dis- 
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tribution lines. As a result, there is a continuing request to REA to 
heavy up the systems as the loads pick up. Rather than having 
borrowed this money so it wasn’t feasible in the first instance, REA 
s continually making loans to these people and will for many, many 
years to come. 

Senator Watkins. What you are saying is that they were not 
prepared in the beginning to put in sufficient facilities to take care 
of what might develop in the future? 

Mr. Hanuon. That is right. It was a standard policy of the 
Rural Electrification Administration. Mr. Wise could more fully elab- 
orate on that. You can see that the Rurai Electrification Adminis- 
tration didn’t want to have their money sit on idle property for 10 
years waiting for it to be used. 

The reason I point that out is that the feasibility of those coopera- 
tives come in such a situation that they can’t borrow any more money, 
and then they have a power shortage just because of lack of capacity 
on their own systems. 

Senator Warkins. I was wondering, if it practically covered the 
area and served the field, where the great increase was going to come. 
| live in a rurel community, and I wonder where it is going to come, 
as a practical matter. 

Mr. Hanton. I will give you an example, Senator, on a distribu- 
tion cooperative that I was manager of for some 12 years, As | left 
that to take this job with East River, for whom I am testifying today, 
we got the largest loan ever made to that cooperative only for heavy- 
ing the distribution lines we had. I mean, the tremendous amount 
of money needed to heavy up the system becomes a major part of 
the money needed for that system. 

First, the transformers may have been too small, line capacity may 
have been too small, single-phase lines must be changed to three- 
phase lines, and so forth. 

Senator Warkins. In the beginning, was there a mistake made 
in the planning of these bodies—— 

Mr. Hanon. Oh, no. 

Senator Warkins. Or was it simply because there was not any 
demand for the load of power that you are talking about now? 

Mr. Hanuon. That is right. We all know it takes long to get the 
loads up in the first years. They double every 5 years or every 7 
years, and so forth. It was the policy of the Rural Electrification 
Administration not to make the money available for something you 
need 10 or 15 years from now; only build what you need now, and 
heavy it up later on. That was the smart thing, saving interest 
rates and saving equipment standing out there idle. 

Senator Warxkins. There is a question whether it was a smart 
thing or not, if within a short time you have to go in there and put in 
heavier lines at greatly increased costs, because costs are up now over 
what they were then. 

Mr. Hanton, That is something we didn’t know 12 years ago, 
sir. 

Senator Warkins. We did not know, but ordinarily you de not 
have any increase in the number of farms to speak of, do you, in that 
area? There is still about the same number of farms. The popula- 
tion is about the same. If anything, it probably has decreased 
somewhat. 

41455—54—pt. 1——11 
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Mr. Hanton. I think you are right. It is mainly in their usage 
of electricity, which is growing by leaps and bounds. Our original 
system, to give you an example again on the cooperative, was de- 
signed for 80 kilowatt-hour average a month. Today they are 
designed for 600 kilowatt-hours a month. The average of those 
farmers is around 400-and-some kilowatt-hours a month. You can 
see what a terrific growth there has been in the usage of electricity. 

Senator Warxins. Was there any way of anticipating that increase 
in demand at the time? 

Mr. Hanton. If there had been, it would still have been foolish to 
make that investment 12 vears ahead of when it was needed, because 
of the payment of interest and amortization on that loan. There is 
not anything lost in heavying up a system. It is just a matter of 
going back and making three-phase out of single-phase lines, and 
probably changing the conductor sizes. 

Senator Warxkrns. I am not an electrical engineer and would not 
appreciate the technical part of it. It seems to me that in most of 
these rural areas, at least for the last 10 or 15 years, they pretty well 
know if they want standard equipment of various types and kinds. 
There probably has been some increase in equipment, but for the last 
10 or 15 years it has been pretty much standard. 

I was wondering why at that time estimates were not made and why 
programs were not put into effect; and plants and lines were not put 
into effect at that time, to take care of at least a reasonable increase 
in the demand, rather than just to put in rather light equipment and 
then keep on increasing it. 

Mr. Hanuon. I think that was taken into consideration. The 
economy of the thing was that it was better to make loans for lesser 
amounts rather than have to make payments on it. You always have 
to remember that the first 5 or 6 years of a cooperative, or any other 
new utility, they have a tough time making any paymeuts back. 
That is why we have a period of grace on loans. You are building 
your load. You are not operating in a black figure. You are operat- 
ing in the red for the first years. 

IT think that is the history of all utilities of that kind, until the loads 
are built up. These people were new in the field of electricity. They 
didn’t have appliances. They didn’t have purchasing power to buy 
them all at one time. As that comes along, of course the loads grow 
tremendously. 

I wouldn’t say that it was poor. TI think it is still the policy of the 
Rural Electrification Administration. 

Mr. Wiser. I don’t speak for the Rural Electrification Administra- 
tion. 

Senator Warkrns. I was asking for information. 

Mr. Wise. I will be glad to answer your question, Senator. I 
must admit I am slightly amused, because the one thing that the 
Rural Electrification Administration was always criticized for, starting 
out when they estimated as low as 80 kilowatt-hours per month usage, 
they were long-haired visionaries, and it would never get to that. I 
remember a case I tried before the New York Public Service Commis- 
sion when the issue was the feasibility of the project, and we estimated 
a usage of 120 kilowatt-hours per month. The utility companies 
came in there and opposed that so vigorously it went on for a couple 
of weeks. At one time it recessed and we went into the washroom 
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and one of the Commissioners was there and said, “Look, I am rather 
impressed by your case. I think these farmers need electric service 
all right, but the one thing you can’t expect us to go along with, they 
are never going to use 125 kilowatt-hours per month.” 

They are now using about 475 kilowatt-hours per month. 

We were criticized up here before a committee numerous times by 
folks not too friendly to the program, for overestimating the usage. 

Senator Warkins. You may have been criticized, but I still point 
out the fact that irrespective of the criticism 

Mr. Wise. We were pikers. I appreciate that. 

Senator Warxkins. In my State, I remember that one REA as I 
recall, had not any more than gotten started until they were back 
again for more. 

Mr. Wise. That is true of most of them. 

Senator Warkrns. Since [ have been here, in a period of 6 years, 
they have increased, and were back for, I don’t know how many 
hundred thousand dollars more. It seems to me that they should 
have anticipated that. It is expensive to get their loans taken care 
of. They have all that expense to go through, back and forth. I 
am just wondering why we can’t do a little better planning on that, 
rather than to start out with such light equipment and then gradu- 
ally try to jump it up into something else. 

Mr. Hanton. We probably didn’t have the vision. The only 
experie nce we had in rural electrification, of course, is what the 
utilities had done in the past. I may call to your attention when we 
got our first loan in 1937 on this cooperative, the power companies 
came in and acted as our advisers. They told us we were cr: zy, that 
they had operated rural lines all their life and knew the f farmers 
wouldn’t ever use over 100 kilowatt-hours a month, and they had 
figures to prove it. You can see where we were at. We were quite 
green in the business at that time. We know a lot more about it 
now Senator. 

Senator Warkrns. I was just thinking about the irrigation setup. 
Ordinarily we build the canals big enough to start with, ‘and the out- 
lets and the dams and the conduits for water to get them to the 
farms, and all the rest of it, rather than to keep on trying to tear 
them down again and build up some more. I have no particular 
criticism, but I am just trying to get the information, why it is that 
it is so necessary to keep on jumping this up when it probably could 
have been anticipated in the first place. 

Mr. Hanton. I don’t think it could have been anticipated, because 
we never realized how much usage farmers would make of electricity. 

Mr. Wise. In your State, I predict that will double again in the 
next 6 years. 

Senator Warxrns. It probably will. You hardly get the last wire 
up and the last pole up until they are around for another one. It 
seems to me we ought to do it in the first place; at least take some 
chance, if you have faith in it. 

The CuarrMaNn. Do you have any questions, Senator? 

Senator Jounson of Colorado. Mr. Chairman, | appreciate the 
courtesy of the committee, but I will practice a little restraint and let 
you get on with your witnesses. 

The CHarrMan. Call the next witness. 

Mr. Smirney. Mr. H. Vance Austin, please. 
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TESTIMONY OF H. VANCE AUSTIN, MANAGER, COLORADO STATE 
ASSOCIATION OF RURAL ELECTRIC COOPERATIVES, DENVER, 
COLO. 


Mr. Surruey. Mr. Austin, before you proceed with your statement, 
would you give your full name and your address and occupation for 
the record, please? 

Mr. Austrn. My name is H. Vance Austin. My office address is 
443 Commonwealth Building, Denver, Colo. I am with the Colorado 
State Association of Rural Electric Cooperatives, and my title is 
that of manager of that association. 

Mr. en, In addition, you are also a lawyer, aren’t you? 

Mr. Austin. Yes, sir; 1 am an attorney at law. That, incidentally, 
is how | got into this rural electric cooperative work, as attorney in 
Sterling, Colo.; and since 1942, attorne y for one of the rural electrics 
in that area called the High Line Electric Association, an REA- 
financed cooperative. 

Senator Jonnson of Colorado. Mr. Chairman, may I add to that, 
this is the second generation of Austins whom I have had the privilege 
of knowing. Vance Austin was 1 country lawyer at Sterling, and he 
did such a good job there that the REA’s in Colorado asked him to 
come to Denver and serve all of the REA’s in Colorado. He is the 
regent of our University of Colorado, and is a man of splendid reputa- 
tion, a man of great ability, and he is devoting his talents to this 
REA because he has a certain amount of crusader spirit in him. All 
of us in Colorado, whether we are in REA or not, are mighty happy 
that Vance Austin is interesting himself and is working so hard for 
REA in our State. 

The CuarrmMan. Thank you, Senator. 

You may proceed, Mr. Austin. 

Mr. Austin. Thank you, Senator. I am very much humbled indeed 
by those remarks. 

Mr. Smiruey. Could you raise your voice a little so the people in 
the back will hear you? 

Mr. Austin. Thank you. I will be glad to. 

I might just state that one of the positions that I held shortly was 
that of secretary of this Missouri Basin group that at that time 
didn’t have a name, but later came to be called the Missouri Basin 
Electric Consumers Association, which is the group that more or 
less organized the protest on behalf of the rural electrics of the Mis- 
souri Basin area. 

In connection with the testimony that has gone before, I was 
interested in the similarity between the situation that Mr. Hanlon 
referred to and that you, Senator Langer, said you are familiar with, 
in North Dakota, in connection with the University of South Dakota's 
being a preference customer, and, if this policy were to go into effect, 
might be cut out of the possibility of using electricity at a later time 
because the electricity would all be tied up on long-term contracts. 

That same situation is true of our University of Colorado. The 
university is located at Boulder, some few miles, not a great many 
but some few miles from any existing Bureau facilities. Yet it is a 
preference customer, and the regents and the administration of the 
university have over the last year or two been in consultation whit 
representatives of the Bureau of Reclamation looking toward the 
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possibility of making a substantial savings to the taxpayers of Colo- 
rado by buying electricity at a lower rate for the university from the 
Bureau as & preference customer. 

However, there is the matter of either arranging some wheeling, 
which has not been possible to date with the private power company 
there, or some other type of wheeling or some line construction. 

lf this policy should go into effect exactly as it is written, after the 
first of the year, if they do not have an application in for power, 
power then can all be contracted out on the basis of 20 years, with no 
withdrawal clause, which would mean that the university would then 
not be in position where it could later come in and take advantage of 
its preference rights for purchase of power. 

As I say, a very similar situation to the one you gentlemen were 
referring to this morning in North Dakota, Mr. Chairman. 

The CHarrMan. I might add that that little saving amounted to 
$400,000 during those 10 years. 

Mr. Austin. A very substantial amount, indeed. 

In Colorado the group of rural electric people are very, very much 
worried over this, Mr. Aandahl. We might just state to begin with 
that 17 of the 22 REA-financed cooperatives or associations in Colo- 
rado are receiving a part or all—and most of them are receiving all— 
of their power from the Bureau of Reclamation, most of that 17. As 
is true in nearly every State, I presume, the rural electric cooperatives 
in Colorado were born of pure necessity. It wasn’t the idea of these 
farmers to become directors or executives of power companies, even 
serving themselves, but because the private power companies in that 
area, as was true throughout the country, would not serve them, these 
people banded theaadiveb together and formed their own organiza- 
tions, their own cooperatives there. 

This territory in Colorado, as you know, as the territory you are 
familiar with in North Dakota, is not as thickly settled as the territory 
here and east of here. Actually, there are some of the rural cooper- 
atives in Colorado that are serving territory with less than one con- 
sumer per mile of line. That situation makes it, of course, a necessity 
for a low-cost power on which distribution can be based to get feasi- 
bility so that the Government can get its REA loan money back. 

Of the several cooperatives in Colorado that I know of, just offhand, 
whose feasibility is based specifically on the low-cost Bureau power 
that was then available—and I want to talk a little bit more about 
how this cost will be raised or the power removed from them—those 
cooperatives in Colorado are KC, WY, Mountain Parks, Yampa 
Valley, and a part of the last loans that were made to Morgan County 
and High Line Electric Association. I know of my own knowledge 
that either all or part of the loan sections that were made to those 
rural electric cooperatives were made on the basis of feasibility on the 
power rates that were then in effect and are still in effect, but which 
are perhaps going to be changed by this policy. 

Also, the last loans that were made to the Southeast Colorado 
Power Association, which is the largest rural electric cooperative in 
Colorado serving some almost 6,000 consumers with several thousand 
more yet to be served, our greatest area of unserved farmers there—the 
last loans that were made to them and any future loans to pick up 
those remaining farms unserved there, were made on the basis of low- 
cost Bureau rates, even though the Southeast Colorado Power Asso- 
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ciation is not now receiving Bureau power and is not in an area where 
it can be served. 

The criteria will definitely cut them out on the basis that under 
the terms of the criteria the power will be sold to preference customers 
where there are now existing facilities to connect with them. Then 
what isn’t sold to them will be sold to nonpreference customers, 
Only then, if there is power still available, would it be possible for lines 
to be built or facilities to be built to reach them with power from the 
Bureau of Reclamation. 

This rural electric cooperative in the southeast part of the State 
is just a few miles beyond any facilities that are now built, so they 
would be cut out. 

Also, a very similar situation is the rural electric coop headquartered 
at Pueblo called San Isabel, and another one in western Colorado 
just a few miles from one of the Bureau lines over there, but still a 
few miles, which will be a gap now, a rural electric cooperative called 
White River, which leaves within the State of Colorado only four 
rural electric cooperatives that are completely unaffected by the 
Bureau, and they are the four cooperatives in the extreme southwest 
corner of the State. 

It has been the feeling of them and those in Colorado that probably 
they would not receive any Bureau power at all from any of the devel- 
opments now being planned. However, they are looking forward 
to the developments in the Utah-Colorado area, Senator Watkins, 
such as the development of the upper Colorado River Basin. 

Senator Warkins. They are on the southwest side. 

Mr. Austin. The southwest side of the State, and at the moment 
their power requirements are served exclusively by the Western 
Colorado Power Co., which is a completely wholly owned subsidiary 
of the Utah Power and Light Co. 

Senator Warkins. Does the Dove Creek area come in that? 

Mr. Austin. That is right, the Dove Creek area from Delta- 
Montrose clear to the corner of the State, including most of that 
uranium area. 

We in Colorado first really became aware of this new power policy 
when some of the Bureau officials—and at the moment I don’t recall 
whether it was you, Mr. MePhail. I believe it was Mr. Tolliver 
who came to Cody, Wyo., in mid-September to address a meeting of 
four States’ rural electric cooperatives and told us of the new power 
policy and marketing criteria. Then almost immediately after that 
we held a meeting in Craig, Colo., at which we were very happy to 
have the Senator present, at which we heard quite a bit more about 
it from one of the Denver Bureau men. 

It took us quite by surprise, of course, and our managers and 
directors and others spent quite a bit of time with their paper and 
pencils, figuring about what it would do to them, as nearly as they 
could with that short notice. 

As soon as they began to figure up what it was going to do to them, 
Senator, they began getting together in meetings of various sorts. 
Some other meetings were called of the whole of Colorado, statewide. 
We held a meeting out there with representatives of the other pref- 
erence customers in Colorado, the municipal distribution system 
groups, and Colorado was one of those joining with all the other nine 
States in the Missouri Basin who called the first Missouri Basin 
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eting, at which we all got together because we were all in exactly 

» same boat. 

| might just say that we, the preference users, were not the only 

ies Who were concerned. A number of the newspapers out there 

re very much concerned. I would like at this point to submit for 
the record editorials from the Denver Post, one of our leading Rocky 
\fountain empire newspapers, which felt that our concern was entirely 
istified. They printed a number of editorials. I am not going to 
to put them all in, but I have five here that I would like to ask 
included in the record, if I may. 

In order to save time here, I will just say that they are all very 

tical. 

The CHarRMAN. Mr. Austin, you have lots of time. Don’t worry 

hout time. 

\ir. Austin. Thank you, sir. 

The CHarRMAN. If you want to read any particular editorial, take 

uur time and read it. There is lots of time. 

\fr. Austin. Thank you very much, Senator. In a few moments I 

ill come back and read from at least one of them as we go along, 
vhich pertains to a particular problem. I would put all of these in 
the record at this time. 

The documents referred to were marked “Exhibit 8” and filed with 

‘ committee.) 

Mr. Austin. There is more here that I have in a different form 
which is a printed form, and inadvertently the first paragraph was 
left out of the printed form. Again inadvertently, we didn’t get it 
photostated. If 1 may read the first paragraph, it is complete in 
itself. The first paragraph which should go in here is this—this is in 
an editorial from the Denver Post of September 27, 1953, entitled 
“Straighten Record on Public Power.” Tais is the paragraph which 
should also be included: 

There is room and demand in this country for both public and private power. 
We believe that farm, home, and factory will benefit from federally generated 
ilowatts as well as from energy spun out through private investment, and we 
know that public power is vital to the West. 

With that paragraph added, this is then a complete copy of that 
editorial. 

(The document referred to was marked “Exhibit T’’ and filed with 
the committee.) 

Senator Jonnson of Colorado. Vance, would you object to a little 
interruption? 

Mr. Austin. I would be happy to have it, sir. 

Senator Jounson of Colorado. I would like to make a brief state- 
ment, 

Mr. Austin told you I was present at the meeting held at my home- 
town of Craig. Senator Watkins knows the town very well. He and 
[ were neighbors over there. He lived not very far away, at Vernal. 
While the towns may be a few miles apart, we consider ourselves very 
close neighbors in that country. 

The proposal that was made by the Interior Department came as 
a terrible shock to the REA users in Colorado, and when I appeared 
at that meeting I was asked question after question about what I 
thought the outcome would be. Perhaps I was a little too optimistic. 
I am inclined to be optimistic. Perhaps I was too optimistic, but I 
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told them that I did not think they had a thing to worry about, be- 
cause in my opinion the proposal was so unreasonable that Congress, 
the policymaking body of this Nation, would never go along with it. 
I said: 

Thev may put that into effect for the time being, but if they do it will be for a 
very brief period, because as soon as Congress can get a crack at it, Congress will 
change that policy. That is out of line with the policy adopted by the Govern- 
ment of the United States, the historic policy reaching clear back to Theodore 
Roose velt’s time. 


I said: 

I do not believe that the Congress will ever permit the REA’s to be destroyed 

this manner 

One very active REA booster in Colorado came up to me and he 
shook my hand and said: 

I thank you for that speech. You know, I haven’t had a good night’s sleep for 
2 weeks worrying about this thing. You have completely relieved me. 

[ am just wondering whether I was a false prophet or not. [| 
sincerely hope I am not, and I do not believe that I am making any 
mistake so far as Congress is concerned, because I believe that I know 
what Congress thinks about REA, and I know how they will rally to 
the support of REA, and the traditional policies adopted by this 
Goverrment of ours will not be abandoned by the Congress of the 
United States. 

I thank you, Vance, for permitting me to make that statement, 
because I feel very deeply about this whole thing. It is a tremend- 
ously serious matter to every REA user in C olorado and every other 
part of the country. We simply must not permit these REA’s to be 
destroyed, after the tremendously fine record that they have made in 
meeting a great need. 

As you well said, Vance, they were born out of necessity, and I 
could tell you about that necessity, but I do not want to take the time. 

The Cuarrman. You have lots of time, Senator. 

Senator Jounson of Colorado. I could tell you about the necessity, 

The CuarrMan. Go ahead and tell us about it. 

Senator Jonnson of Colorado. I could tell you about one coopera- 
tive that is serving a fine agricultural area in the central part of 
Colorado that tried to get the Public Service Co. to serve them, and 
the Public Service Co. told them they would be required to raise a 
huge amount of money. They said, “If you will raise that money, 
then we will serve you.” In that particular area they wanted to do 
some pumping. They had shallow water there, underground rivers. 
They wanted to bring that water to the surface and irrigate that land. 

They went out and passed the hat and tried to raise the money. 
They were a few thousand dollars short. Do you think the Public 
Service Co. would have said to them, ‘We appreciate the great 
effort that you have made, but since you haven’t been able to raise 
quite all the money, we are going to serve you anyway’’? They did 
not say that, Senator Langer. They said, ‘‘ Nothing doing. We will 
not serve you. We cannot serve you.” 

Then REA came along, and instead of having to go out and pass 
the hat, they were able to borrow the capital that was peoeaeary 
and get an REA started; and today, Senator Langer, that REA 
cooperative, located in Morgan County, is the second largest taxpayer 
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Morgan County. It has served tremendously well. Many of the 
stomers of that REA have done splendidly in their agricultural 
irsuits. They have raised great crops there all during these big 
ses. It has done wonders for that one county. 

\s Vance says, we bave 22 of these cooperatives. I am only talking 

ut one of them. Indeed, they were born out of necessity. That 
is how they came into existence, out of the necessity of it. They are 

‘ing a grand job in Colorado. 

We must not permit the policy to be changed here now and destroy 
them. They went out and borrowed huge sums of money for them. 
[t doesn’t run up into the billions, of course, and Congress might not 
be impressed by the amount that they borrowed, but they went out 
and borrowed, thinking and believing that they could rely upon their 
Government. Now, if the policy is going to be changed and if they 
are going to be destroyed, what is to become of those loans that they 
made in good faith and the work that they have done, the construc- 
tive building of Colorado that they have engaged in? 

| am sorry to interrupt you, Vance. 

The CHarrMAN, Interrupt us any time. That is all right. 

Go ahead, Mr. Austin. 

Mr. Austin. Thank you very much, Senator. 

In words that were made famous not so long ago by a young lady 
describing her reaction to the captain of a ship upon which she had 
come aboard without any authority and in disguise, Coloradoans 
were “real shook up”’ over this power policy. 

Frankly, Mr. Senator, we object to any attitude on the part of 
anyone in the Department of the Interior in thinking that any of 
that agitation was due to agitators. This matter of our being dis- 
turbed out there was a grassroots matter, and it came from the 
directors who are farmers themselves, and the managers who work 
for those farmers in the matter of managing their small distribution 
cooperatives. 

The same thing was true over the 10 States in that Missouri Basin 
area. They were very definitely perturbed, and that perturbation 
came out of the group wherever they found out about the power 
policy and the marketing criteria. No one came near them to tell 
them this is something dangerous. It was something every one of 
them recognized as a danger the minute they found out about the 
policy and the criteria and read it. 

I would like to spend a few minutes talking about the western area 
of this Missouri Basin territory. Mr. Hanlon spoke primarily on the 
eastern side of it, and as you undoubtedly know there is a division, 
and the two systems are not interconnected between the western 
and the eastern as to the Department of the Interior-Bureau of 
Reclamation line. 

The figures that I have here were given to us by Bureau officials at 
Craig, Colo., and at Cody, Wyo., and at the municipal rural electric 
cooperative meeting we held in Colorado. I took the trouble last 
week of checking, by telephone at least, with the Bureau officials there 
in Denver, and T believe they are correct, but I would be very happy 
to have the gentlemen here correct me if I have given any of them in 
error. It would be purely inadvertent. I think they are right. 

At the present time the Bureau of Reclamation in its western divi- 
sion, which I believe covers most of the State of Wyoming, part of 
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western Nebraska, and all of the State of Colorado that has Govern- 
ment power at the present time, has an interconnected, integrated 
system of hydroelectric plants that will be completed and the last 
units will go on the line in the spring of this coming vear, so the block 
of power that is being put up for market now for spring delivery will 
be the complete system. 

Senator Watkins. May I interrupt for a moment? Are you get- 
ting your power from the Big Thompson project? 

Mr. Austin. From the whole integrated system. I presume most 
of the kilowatts come from Big Thompson, but it is integrated with 
the Wyoming project known as the Kendrick project with tie-ins all 
the way down. 

Senator Warkins. Your source of supply, if vou get it from the 
Bureau of Reclamation, would be largely Big Theat 

Mr. Austin. Yes 

Senator Warkins. You do not have any other line serving the 
project? 

Mr. Austin. No, not in the State of Colorado. There are a number 
of hydroelectric projects in Wyoming, small and big plants, and they 
are all tied into one big system now, with distribution lines that run 
clear out to the eastern corner of Colorado and into western Nebraska 

Senator Warkins. Does that take in the so-called private utility 
companies’ lines, as well? 

Mr. Austin. No, sir. There are interties with the private lines, 
but I am speaking strictly of the Bureau of Reclamation lines now. 

Senator Warkins. What big projects in Wyoming are tied in with 
this? 

Mr. Austin. It is called the Kendrick project, and I would be very 
happy to have one of these gentlemen list the various dams that are 
on it. They could do it much more quickly than I could. 

Senator Warkrns. I would like to get the picture. We have a 
measure here for construction on the upper Colorado, as you know. 

Mr. Austin. Could you ask Mr. McPhail to list the plants in 
Wyoming? 

Mr. McPuatt. I would be very glad to list those, Senator Watkins. 
Our system starts in the extreme northwestern part of W yoming with 
two powerplants, the Shoshone powerplant, now called’ Buffalo Bill 
powerplant, and the Heart Mountain powerplant. As we go down 
to the southeast, there is the Boysen powerplant and the Pilot Knob 
powerplant. 

Then south of Casper there are at present the Seminoe powerplant 
and the Kortes powerplant, with one additional plant under con- 
struction called Alcova. 

In the extreme southwestern part of Wyoming there are two power- 
plants, the Gurnsey powerplant the Lingle powerplant. 

In Colorado at the present time we have in operation the Green 
Mountain powerplant just on the west slope, which I believe you are 
familiar with- 

Senator Watkins. That is a part of the Big Thompson. 

Mr. McPuaiv. That is a part of Big Thompson. [Continuing:] 

And the Estes Park powerplant on the east slope. There are 2 
powerplants there now under construction, 1 called Pole Hill and the 
other Flatiron. Those latter two will come into operation this next 
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spring, as will also the Alcova powerplant. There will be 3 power- 
plants added to the system within the next 6 months. 

Senator Warxins. May I ask this further question: Does the State 
of Wyoming use most of the power produced in Wyoming, or is there a 
surplus? 

\fr. McPuaiu. There is some power that is flowing from Wyoming 
at the present time into Colorado and into the extreme western part 
of Nebraska. When these two powerplants are finished on the 
Colorado-Big Thompson project, then temporarily there may be some 
reverse flow, I am not sure. It will be pretty well balanced between 

he States. There will still be some flow into western Nebraska where 
the Bureau has no hydro plants. There will be some flow into that 
area. 

Senator Warxrns. I just wanted to get the picture as to the 
necessity of bringing power out of Wyoming. I assumed they probably 
had an overproduction there that might be used in Colorado. 

Mr. McPuait. What overproduction there is is being used in 
Colorado largely at the present time. 

Senator Warkins. Is there enough power in the Bureau of Reclama- 
tion production to take care of all of the REA’s at the present time, 
both in Wyoming and Colorado, and to take care of the antic ipated 
needs for the next 20 years? 

Mr. McPuain. No, sir. We are taking care of the present require- 
ments. The loads are growing very rapidly. In our opinion, the 
requirements of the REA’s will be such that within the next 3 or 
4 years we will not have power enough to supply them, even with 
the addition of these 3 new plants. 

Senator Watkins. The Echo Park power construction would be a 
big help, would it not? 

Mr. McPratm. I am talking about the Missouri Basin area. Cer- 
tainly Echo Park will be a big help in the Colorado River Basin area 
and, by interconnection ultimately in some manner with the plants 
on the eastern slope, both of them will serve to assist one another. 

Senator Warkrns. It would be just as feasible for Eastern C ‘olorado 
as it would be for Wyoming. Transmission losses probably would 
not be so high because the distances are not so great. 

Mr. McPuain. The distances are not so great as it now stands 
between the western portion of the Colorado-Big Thompson system 
and the Echo Park site. 

Senator Warkrins. Thank you. 

Mr. Austin. All of these plants that Mr. McPhail has just men- 
tioned either are on the line or will be on the line by spring. I believe 
6 months was his statement. So the block of power that will then be 
available is the end in sight, as to the block of power available for all 
projects that have up to now been authorized. There are no projects 
under construction any place on that system, and there are no projects 
authorized by Congress. 

There are two that I think of at the moment that are under consider- 
ation. One is called Glencoe, and associated with it is another one 
called Fremont. They have been before Congress, but they have not 
been authorized. So that is the end of the power that is available 
out there. 

I mention that and stress it because we can’t look forward to buying 
just a little power now and having another bunch of power coming 
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in to us in the next few years. We can hope, but there is no expecta- 
tion. 

Senator Warxtns. Do you not have faith that we are going to 
build some of those big projects? Remember, there are 10 big dams 
in the State of Utah alone on the Colorado. The power has to be 
used somewhere. 

Mr. Austin. Of course, Senator, we do have faith, and we have a 
lot of hope, but I, for one, have been working for some little time 
hoping that those upper Colorado River projects would be authorized. 
They have a whale of a lot of low-cost hydro in them. But up to now 
they haven’t been authorized. 

Senator Warxrns. I see for the first time we all agree, and we have 
a bill before the Congress and we expect to have it before the Interior 
Committee early in January. We are moving right along. So I 
think you can count on at least Echo Park’s being one of the first 
units, and it will furnish a tremendous amount of power. 

Mr. Austin. That will be encouraging to our people in Colorado. 
On the other hand, let’s look at the element of time involved, even if 
that should be authorized in the coming session of Congress. I am 
using figures that I haven’t heard applied to Echo Park particularly, 
but to reclamation projects in general. I believe it would be 5, 6, or 
more years after authorization before there would be power coming 
from them. 

I would be happy to be corrected on that by you gentlemen here, 

Senator Warxrins. As far as I am concerned, | think that is about 
right. I know it takes a long time. We might get them to move a 
little faster. A new broom sweeps clean and we might get the 
machinery operating a little faster. 

Senator Jounson of Colorado. Senator Watkins, you might be 
interested to know when they had the State convention of the REA 
at Craig, the delegates took the day off and went down and took a 
look at Echo Park, that site. That is how interested they are in the 
building of Echo Park. They drove down to the State line and took 
a look at it. 

Senator Warkins. I am very happy to know they did, and I hope 
we will get that authorized and get that one unit at least underway 
in the next 2 years, at least. 

Mr. Austin. Thank you. 

Senator Jounson of Colorado. You know, I have always given you 
all the help I could on it. 

Senator Warxins. You have been there 100 percent on it, I know 
that. 

Mr. Austin. I might mention the possibility of some other projects 
that also would intertie into that general system. One is called the 
Blue South Platte, which is another diversion project that would 
bring water from the western side to the eastern side, roughly on the 
latitude of Denver. 

Another one is a little farther south, called either the Gunnison- 
Arkansas or the Fryingpan-Arkansas. It is the same project with 
different names given to it. 

Both of those have been talked of for some little time. Both of 
them would have quite a block of hydroelectric energy, but none of 
them has been authorized to this time. But the capacity of this 
western division system, the Colorado-Wyoming system, as I under- 
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stand it, will be about 310,000 kilowatts in the spring. That is when 
everything is on. That is the block of power that is being marketed 
by the Bureau of Reclamation, the total block of capacity. 

“The statement that was given to us at one of these meetings was 
that water is the limiting factor in those plants. In other words, 
there is capacity in them, if there were water all the time, for a lot 
more electricity than planned on. I believe these gentlemen men- 
tioned there was more capacity than there was water, which is fine, 
because they can use if for peaking and for special purposes. But in an 
average water year the total system out there, with everything on it, 
will develop 1,388 million kilowatt-hours of electricity, of firm power. 
That is firm power. An adverse water year, the lowest on record, I 
believe, would have generated 1,125 million, a difference there of a 
little over 250 million kilowatt-hours. 

A figure that has bee: arrived at for the marketing of firm power 
for the time ahead of us here now is 1,275 million kilowatt-hours. 
Just so you might have the figures in mind, let me again repeat them: 

The average water year is 1,388 million. They are marketing now 
1,275 million, which is a réduction from the averaze water year of 
113 million. In other words, they are 113 million kilowatt-hours 
under the average for the amount of firm power that will be marketed 
from that system. It is 250 million kilowatt-hours above the low- 
water year, but it is still very substantially below the average. 

| mention that because I understood the Secretary to say yesterday 
that the marketing would be on the basis of an average water year. 
These are the figures that I have received. This is the information 
that we were given as to how that figure was picked: that that figure 
was picked on the basis that the Bureau could buy power to firm not 
over 1 year out of 4—not an average, which would be roughly 1 out 
¥ 2, I suppose, but that the Bureau would be permitted to buy for 1 

ar out of 4. And the figure thus arrived at would be the amount 
that they would consider firm energy, firm power, for sale there. 

The system, however, because of the fact that the 310,000-kilowatt 
capacity is more than there is water to back up all year around, has 
been set at 250,000 kilowatts for peak demand which, as usual, is in 
December in that area. The load factor of about 60 percent is 
applied out there because there is a lot of irrigation that is used in 
the summertime, so the general load factor of 50 percent is disregarded 
in that area because of the Morgan County project, for instance, and 
others, that use a great deal of power for pumping in the summertime, 
which brings a subpeak in the summer as well as the main peak in 
December. 

In 1952, the peak load on the whole system out there was 142,000 
kilowatts. That is the existing peak now. December of this year 
may pass it, but last year’s peak load on that whole system was 
142,000. Taking 142,000 from the 250,000, we get, of course, 117,000, 
which is rounded off at 115,000, which is the amount that the Bureau 
says is the additionai power to come on the lines for future marketing. 

But at that time, out of this 142,000 the preference customers 
were pulling 75,000 kilowatts. If my notes taken yesterday were 
correct, that is the figure that Mr. McPhail gave us at one time. 
At another time my notes indicate that Mr. McPhail said 35,000. 

Could I ask you, Mr. McPhail, do you recall your figure for the 
preference customers’ load on your December peak of last year? 
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Mr. McPuai. No, I don’t remember the 35,000. 

Mr. Austin. Was 75,000 correct, or about correct, to your know- 
ledge? 

Mr. McPuai. I couldn’t tell you exactly, because I don’t know 
just what the figure is. 

Mr. Austin. This figure was given to us by Bureau officials, and 
the only reason I pause at this moment was because I was afraid | 
heard the other figure from you. Seventy-five thousand was the 
total capacity used by all preference customers on the western division 
at this peak, and the peak at that time was 142,006. So at that time 
the preference customers were receiving something under half of the 
total capacity. 

Senator Warxkrns. What do you mean by the western division? 
The western division of Colorado? 

Mr. Austin. No, the western division of the Bureau of Reclamation 
in this region, whic h would include western Nebr: aska, Wyoming, and 
Colorado, as contrasted with the area that the Witness Hanlon was 
speaking about a few moments ago, which had particularly to do with 
the Missouri River Basin plan. 

Mr. McPhail and the Secretary have both indicated repeatedly 
that they felt that the preference customers would take all of the 
power, all of the capacity that is going to be available on the system, 
if I understood them correctly. So they felt probably the matter of 
the 20-year contracts to the nonpreference customers was relatively 
unimportant, because the preference customers were going to take all 
of the power anyway. 

One reason | have gone to such lengths here to give these figures is 
to show how completely, terrifically expensive it would be for the 
preference customers to take up all the power. Their peak in Decem- 
ber of last year, about a year ago now, was 75,000 kilowatts, and the 
Bureau will have for sale and has for sale now 2! 50,000 kilowatts. 
In other words, they would have to jump about 3% times in order to 
take up all the capacity on the lines out there. Just to take up the 
115,000 over and above the 75,000 they use now would mean they 
would have to considerably more than double their present require- 
ments and contract for that 115,000 to hold it into the future for future 
use and, of course, to pay the capacity charge on it while they were 
holding it. 

Senator Warkins. What is your estimate as to when these con- 
sumers you represent will be able to take most of that power? 

Mr. Austin. Our estimate insofar as we have estimates that are 
worth anything at all yet, and I will say right here, and will probably 
say again, we simply haven’t had time, Senator, to get estimates 
that even we feel we can rely on. These figures are put together over 
quite a period of time with engineers that we don’t have in our own 
cooperatives. We have to use engineering services to get this kind of 
engineering, from outside. We have to survey our cooperatives and 
the needs and what growth there might be. 

The oil industry, for instance, is coming into northeastern Colorado 
and western Colorado and into Utah. We don’t know where that is 
going to put us, because that oil quite frequently is found out in some 
remote area where there is only a rural electric cooperative to serve 
that field with electricity. We are lost. We are working at those 
surveys as hard as we can. But at the moment it is our best es- 
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timate that it will be pretty close to 20 years from now, at least 10 
to 15 years from now, before we would use that total output of the 
western division. We think we will. We are certain that our loads 
re going to grow into it, because every year a normal farmer uses 
more electricity than he used before. His wife adds a deep freeze. 
He adds some farm electrification equipment. Lf in this western area 
they go into electric househeating, there is no telling where our loads 
will go on these rural lines. 

Senator Watkins. The coal interests in Colorado would not allow 
them to do that, would they? 

Mr. Austin. ane househeating seems to be creeping farther 
north year by year, coal interests to the contrary. 

Mr. McPuatn. Mr. Chairman, could | break in just a minute in 
onnection with the question asked a moment ago by Mr. Austin? 

The 35,000-kilowatt figure that you quoted constitutes the firm 
contracts we have with nonpreference customers. 

Mr. Austin. Lam sorry. I misinterpreted it. 

Mr. McPuat. At the present time we have approximately 102,000 
jlowatts of contract with preference customers in the western 
aivision. 

Mr. Austin. You don’t have a figure there, do you, which says 
what they were actually pulling in December of last vear? 

Mr. McPuaiw. I do not, although I will have that tomorrow. We 
are working on it. 

Mr. Austin. The figure that I gave, I am quite sure will be sub- 
stantiated by Mr. McPhail, because I obtained itf rom the Bureau of 
Reclamation offices in the western divisien. 

Senator Warkins. May I ask a question at this point. As I under- 
stand it, you feel that at the present time, of course, you can’t use 
all the power produced by the Bureau of Reclamation in that area. 
Of course, it is being used at the present time, I understand. All that 
is being produced is being sold. 

Mr. Austin. Two or three are yet to come on the line. 

Mr. McPuatm. Three plants are still to come on. 

Senator Warkins. Do you know whether or not there is market for 
that power? 

Mr. Austin. To the best of our knowledge, there is no question 
that there is a market for it, and the market for it is firm power, and 
the same channels that firm power has been marketed there in the 
years gone by under the policy as it has existed for so long. 

Senator Warkins. You mean they can sell the power without any 
question, even with the withdrawal clause? 

Mr. Austin. They have had no trouble selling it in the past, and 
they have sold substantial blocks of it. This western division covers 
Wyoming, a good part of Nebraska, and a big part of Colorado. There 
is NO question, in our feeling, that they can market every kilowatt- 
hour of it on a firm power basis, with the withdrawal clause, just as it 
has been marketed for years gone by. 

Senator Warkins. Suppose the situation were reversed and you 
were making a company that had to take power with a withdrawal 
clause in it, how would you feel about it then? Would you be willing 
to go ahead and make your investments and build your lines, take on 
contracts, help develop communities, knowing that at any time another 
customer with preference might come in and take it away from you? 
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Mr. Austin. I can only say that that has been the case in all the 
50 vears of the development of the power policy. For one thing, let 
me say this: The withdrawal clause does not mean an instant with- 
drawal. 

Senator Warkins. I am new to this. I have had no opportunity to 
know much about it except what I heard in the committee room. 

Mr. Austin. I believe the testimony that went before has indicated 
that the withdrawal clauses that have been in these private power 
contracts have been from a 2-year to a 3-year clause. In other words, 
they do not call up the private power company in the morning and 
say, ‘We want the power at noon.”’ It is a matter of formal notice 
for the 2, 2%, or 3 years. So the private power company does have its 
opportunity to proceed to make whatever arrangement it has to. 

Senator Watkins. That is the one you have the big “kick” about? 

Mr. Austin. Yes, sir. 

Senator Warkrns. Since I have been here, that is the only complaint 
that I can see that might have substance. 

Mr. Aanpauu. Mr. Chairman, may I repeat the testimony that I 
gave yesterday with respect to this same question, and that is that 
if it is apparent that the needs of the preference customers in the near 
future will require some of this power for which they do not contract 
at the present time, that under the criteria it is permissible to enter 
into a short term contract with a nonpreference customer to dispose 
of that power during an interim period. We are reserving the 20-year 
contracts only for those customers that we feel are entitled to the 
power over a long period of time. So substantially we are accomplish- 
ing what you have in mind by means of a short-term contract, instead 
of a long-term contract with the withdrawal clause in it. 

Mr. Austin. Mr. Senator, I would like to say right here that this 
hearing so far as we would be concerned would not have come about 
if a statement like that were put into the marketing criteria, and the 
power policy, with assurances that that would be done. We are very 
happy to have Mr. Aandahl’s personal assurance that those things 
are going to come about, but we do not read the power policy and the 
marketing criteria to give us protection of that kind. We bave his 
personal assurance, but things can happen to Mr. Aandahl, and we 
are not certain that the next man in that office would feel that he was 
bound by assurances of that kind. If those statements could be put 
in writing with the same force and effect that the other statements, 
and the policy have been put into writing, we would, of course feel 
that our mission had been pretty well accomplished. 

Mr. AANDARL. I might say that the power-marketing criteria is 
broad enough so that there is room for administrative discretion. 
You find that broad approach in legislative acts. Similarly, we have 
it in our marketing criteria. We certainly do not intend to sidestep 
the best interests of the REA cooperatives in the disposal of this power. 

The CuarrmMan. What is the objection to putting it in the criteria? 

Mr. AAnpAnL. There are a few instances in which we will be justified 
in entering into 20-year contracts without a withdrawal clause in the 
case of nonpreference customers, and we have left the question open 
so that we can use administrative discretion, when we come to consider 
those things. 

On several occasions I have further indicated to the REA people 
that after the applications are in on January 1, and we have had an 
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opportunity to tabulate them and see how they compare with the 
ount of power that is available for sale that we will advise the 

KEA people of those totals, both as to applications and to available 

power, and we will be very glad to go into a conference with them to 
scuss the basis on which we should negotiate the contracts after the 
yplications are in. 

\ir. Austin. 1 would like to just state quickly that we do have 
ther objections to the power policy. That, I think, is the largest 
ngle one. I did not wish my statement to stand by itself to indicate 
hat is the sole point of difference that we have on it. 

Senator Warkrins. That is what I wanted to know, if it was the 

principal. 

\ir. Austin. I would say definitely it is the principal objection. 
Senator Warkins. I have heard only a part of this, and 1 am very 

ich interested in it, because it involves my people as well in that 
neighborhood, and with this new construction being planned, and 
probably being put into effect in the next 4 or 5 years, we would be 
vitally interested in seeing that there is a market for the power. 

lf the REA’s can take it all, well and good, but we have to have a 
market for that power, and the projections are not feasible, and you 
Colorado people are in the same boat we are in. You know, we 
cannot build the big projects unless we ean sell the power. 

Mr. Austin. That is right. 

Mr. AanDaAuL. I| feel as Mr. Austin does, that has been the major 
point of questioning from my contacts in the region. 

Senator Jounson. May | interrupt to ask Mr. Aandahl if in his 
discussions with the REA users and prospective REA users if they 
have not asked and urged and pleaded that you spell out that assurance 
that you are giving them now? Have they not wanted it spelled out? 

Mr. AANDAHL. There is no question about that. I would say that 
after January 1 when we have the applications before us, and we see 
more specifically what the problem is, there will be an opportunity to 
vive further clarification to the marketing criteria in the Missouri 
Basin. 

Senator Jounson. Is it not true that this new marketing arrange- 
ment that has been submitted by the Department constitutes a 
drastic change in policy? 

Mr. AanpaAuHL. I am not sure that the change is too drastic. I 
think it is going to have an ultimate far-reaching influence. I do not 
think the immediate impact is going to be very great. I don’t think 
it is going to cause the REA cooperatives the financial embarrassment 
that has been indicated in the testimony that has been given before 
this committee. I think in the last analysis it is going to prove to 
be a pretty sound and substantial policy for the marketing of Federal 
power. But I do recognize that there are a number of these details 
that will have to be worked out and clarified. Without question, the 
marketing criteria is rather broad in its present terminology, and 
leaves lots of room for administrative discretion in applying it to the 
area, 

Senator Jonnson. The advantages that you speak of, Mr. Secretary, 
do they flow merely to the seller of the power, or do these preference 
customers share in the advantages which you picture this new policy 
will bring forth? 
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Mr. Aanpaunw. | think that everyone shares in the advantages, 
One of the advantages of the marketing criteria as it is set up is to 
indicate the limitations on the Federal contribution. ‘The Department 
of the Interior under the present power policy has a declared purpose 
of retaining in Federal ownership the hydroelectric plants that we have 
at the present time, and the transmission systems that go with them. 

We also have a declared purpose of supporting new hydroelectric 
generation in connection with new multiple-purpose dams that are to 
be built. 

As you will recall, the Department of the Interior sent over a favor- 
able report on the Frying Pan, Arkansas, project during the first term 
the present Congress. We are in the process now of preparing a 
favorable report on the upper Colorado. We are proceeding with 
encouragement for the construction of new and additional multi- 
purpose dams for the purpose of conserving and wisely using the great 
water resources of the country. All of the hydroelectric power that is 
generated in those projects should be sold by the Federal Government. 
Our marketing plan and our marketing criteria provide for that, but it 
places that as a limit of the contribution that should be made by the 
Federal Government. 

Insofar as steam power is needed, we feel that is a local responsibility, 
and we want that left to municipalities, to REA cooperatives, and 
to private utilities in the area. That is their contribution. We 
want to see those several contributions—the Federal contribution and 
the local contribution—integrated so that we have the most effective 
use of the available power. All through our marketing criteria and all 
through our power policy we have recognized both the privileges and 
the needs of the preference customers. But we also recognize that 
there is a point, and that there are conditions under which we will 
have some power that can advisedly be sold to nonpreference cus- 
tomers. 

You were not here previously, Senator Johnson? 

Senator Jounson. No. 

Mr. AAnpAnL. When we spoke about the area around Casper, 
Wyo., where Mountain States Power Co. has purchased Bureau of 
Reclamation power for a good many years, 15 or 20 years, and the 
people of that community are depe ndent upon the Bureau of Recla- 
mation as a source of power. They have been a customer for Bureau 
of Reclamation power when there were no other customers in the area. 
That is the type of contract that I feel with a nonpreference customer 
should be extended on a 20-year basis. 

There are other instances where nonpreference customers will be 
able to purchase Bureau of Reclamation power and just let that drift 
into their large system. It is not of too great advantage to any par- 
ticular local community. That should be sold to them on a short-term 
basis, if it is apparent that that power is later going to be needed by 
preference customers. 

So we do have conditions under which we want to have a long-term 
contract with nonpreference customers, and that is why we have pro- 
vided for it in the marketing criteria. 

Then, when it comes to the sale of secondary power and peaking 
capacity, we have to deal entirely with agencies that have steam 
capacity because secondary power and peaking capacity can be used 
only by an agency that has steam capacity. 
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In the disposal of that power, we undoubtedly will run into circum- 
stances where we will want to deal on a long-term basis with nonpref- 
erence customers. On the other hand, if a preference customer can 
use secondary or peaking capacity, or there is some fairly strong 
indication that they will need it in the not-too-distant future, we, of 

vse, can enter into a contract with a nonpreference customer for 
less than 20 years. The reference to the 20-year period is a maximum 
of 20 years. But there is administrative discretion under the criteria 
to enter into contracts for less than a 20-year period. 

So I feel when these facts are all laid out on the table that we have 

working arrangement here where we can meet the problems ad- 
visedly as they develop in the Missouri Basin. I there is anything 
in our criteria which, after more careful and complete analysis, indi- 
cates that some modification is needed, we certainly are going to be 
clad to do it. 

Senator JoHNsON. I apprec inte your statement very much. That 
has clarified the situation, as 1 see it. 1 do think that you need to 
make some statements in the criteria, because I can tell you very 
frankly that you scared a lot of REA people nearly to death with 
that criteria. They were frightened right out of their boots, and 
they are still frightened and they are ‘still worried. I think in a 
democracy like this that it is not a good policy to scare people that 
way, and especially good customers, “such as they have been. They 
have spent their money in good faith. They have used the credit 
available to them in good faith, and it seems to me that they are en- 
titled to the assurances which you are able to give them, and that 
by all means it ought to be given to them so that they might be 
happier over this whole situation. 

Mr. AAnDAHL. I might further add that during the past several 
weeks officials of the Department of Interior and officials of the 
Office of REA Administrator here in Washington have been in re- 
peated conferences, and we have agreed that after January 1, when 
the applications have come in, and we have a little more specific in- 
formation with which to work, that we are going out into the Missouri 
Basin, very likely Mr. Nelson and myself, or if not us personally, 
representatives from our office. In all probability we will go our- 
selves, and we will hold a series of meetings in the Missouri Basin, in 
which we hope to get in roundtable discussion such as we are having 
right now, and delve into the problem of the contract negotiations. 

If we feel after we have had that grassroots contact in the field 
and have had an opportunity to associate it with the applications 
that are im, if there is further assurance that needs to be spelled out 
in the criteria, which will get a little farther away from the adminis- 
trative discretion we have left in it at the present time, we will be 
certainly very glad to do that. We are just as much disturbed by 
the adverse reaction that has developed as you are, and the REA 
people are themselves. 

Senator Warkins. Mr. Chairman, may I make an observation? 
Of course, every section of the country that is in the reclamation 
area is interested in any policy that is fixed with respect to the dis- 
posal of power. I recognize that probably in the section you are 
talking about, this western division of the Missouri Valley, that 
you may have some special problems that we will not have in western 
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Colorado or Colorado itself, and in Utah, Wyoming and New Mexico. 
But if we were to build the project as contemplated, and have it 
authorized in the bill now before Congress, the amount of power 
that the preference customers would take from that project would 
not keep it going a day hardly. The project is so vast and the amount 
of power to be produced is so large that we must of necessity have 
private customers and others who will buv that immense amount of 
power or we can never build a project. We have to know in advance 
what kind of a program we are going to have, and the kind of a power 
policy we are going to have before we can convince the Congress and 
the people of our own States that the project is feasible. That con- 
templates the immense sales of power to private utilities, and all 
other manufacturing companies, and anybody who will take it over 
and above the power end of it. 

In Utah the overall consumption of power is small. In the area 
immediately west of where you folks are, Senator Johnson, we have 
some rural areas there, but the people live a long way apart. It is 
very expensive, and this new power dam will bring power to them— 
they will get all the power they want—when that is done. So we 
want to see a policy adopted which is going to make feasible such 
projects as we have on the upper Colorado. 

lt can be made feasible. We can take care of all of these REA, all 
the preference customers. I am very much in favor of it. I had 
them all in a bill that I introduced here some 2 or 3 years ago. They 
are all contemplated in the present bill we have before the Congress, 
and you and I and other Senators are sponsoring it. But I would 
like to see a reasonable policy worked out so that you folks can be 
taken care of. 

[ am strongly in favor of the REA program. I have lived in rural 
areas, and I know what it means to go without power, and to have it. 
But at the same time let us not drive it so hard and fast so that when 
it comes to projects in the future everybody will be frightened, and 
say we can not do anything about this, we can not depend on the 
power, we can not establish a large industry because the preference 
customers will come in and take the power away. 

We have to hove the customers. I know. I am a farmer and 
produce fruit. That means a lot of this power, the overwhelming 
power will have to be sold to private customers on the large projects 
now contemplated. 

Senator JoHNSON. Senator, do you mind if I make a very brief 
observation? I do not think we need worry about disposing of 
power or finding customers for power. My understanding is that 
there never has been a power project developed any place in the 
United States that there was not a greater shortage after that power 
was developed than there was before. It just follows that you can- 
not have a surplus of power. At least we never have been able to 
have a surplus of power. When you create some new power, your 
shortage is greater than it was before you started. That being true, 
and I think it can be absolutely proven that it is true, it seems to 
me that we do not have to worry too much about these multiple 
projects producing too much power. All the power that they produce 
will be needed, and there will be required 10 times over. 

Senator Warxrns. I hope you are right, because we have 10 big 
dams which will produce more than the Hoover Dam. 
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Senator Jounson. I thank you for your patience with me. J have 
to go downtown. I would like to stay with you. 

‘The CuarrMaNn. North Dakota produces more than both of your 
States put together. 

Senator Warxins. At the present time, yes, but wait until we get 
voing. 

Mr. Austrn. I would like to say, Senator Watkins, as to the small 
RE A’s in Utah with which I am roughly familiar, only I must con- 

ss they would suffer very greatly under this power policy if it goes 

to full force and effect as it is now. 

Senator Warkins. They do not buy any from the Bureau of 

clamation now. 

Mr. Austin. But if this policy should go into effect they would be 

(fected by it in the future, and when they buy power, they would 
have to buy power years ahead for their needs in order to be assured 
of the possibility of growth, which means they would have to pay the 
capacity charge to hold power for future use. The big power that 
would be developed in the Upper Colorado River development would 
be really big power, as vou have indicated. The industries would 
take a good part of it. The private utilities would take a great part 
of it, and the small REA’s in Utah, if they were forced to come in 
and vie with those big buyers from the beginning and buy a chunk 
they would need 10 or 20 vears ahead, they would really be in financial 
difficulty. ‘That would be the way it would be possible under the 
present policy as it is being discussed here today with the adminis- 
trative discretion being used against them. 

Senator WarKins. You do not think for a moment the adminis- 
trative discretion is going to be used against you after this explana- 
tion by Mr. Aandahl, do you? 

Mr. Austin. I hope not. 

Senator Warxins. It seems to me it is a reasonable statement. 
We all know that an administrator has to have some discretion. He 
has explained what he is trying to do. The law is clear. The 
Congress has declared the policy of having these preference customers, 
and I do not think there is any doubt but what the preference cus 
tomers will be taken care of. 1 cannot see any cause for great alarm, 
except that one withdrawal matter. Of course, if there is a shortage 
of power, then that would be important to you. 

The CuarrMan. I think he has made it very clear. He is not 
attacking Mr. Aandahl’s discretion. He said Mr. Aandahl may not 
be there in the future. 

Senator Warkrins. If it is Mr. Aandahl or some other administrator, 
it would be the same thing. 

Mr. Austin. However, as long as there is permission for the dis- 
cretion to vary so widely to that point, it seems to me that we do have 
cause to worry. In other words, if there is no intention of using it, 
why should it be put in there? We would feel so much more com- 
fortable about it if it were not in there. We have been assured it will 
not be used, but as long as it is there, those assurances are not nearly 
as satisfactory to us as the removal of that discretion would be from 
the power marketing criteria. 

Mr. AANDARL. May I offer a word there to supplement your state- 
ment? There has not been assurances that it will not be used, because 
I have given several instances where I think it will be used. In those 
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cases there will be substantial justification for what is being done, and 
it will be for amounts of power that are determined to be in excess of 
the needs of the preference customers, or else power that has become 
a long time established need of a local community. 

Mr. Austin. But, Mr. Secretary, I believe you will agree with me 
that the wording of the marketing criteria does not so limit you. 
That is within the discretion you are speaking of. 

Mr. Aanpant. There is broad room there for administrative dis- 
cretion without any question. 

Mr. Smrruey. Mr. Austin, if the criteria were so amended as to 
change the emphasis present in the criteria so that the Assistant 
Secretary could have an area there where he could serve these power 
areas such as he has outlined and at the same time have assurance in 
there that the withdrawable clause will remain in all other contracts, 
would that be satisfactory to the co-ops? 

Mr. Austin. I do not think that is all of it. That is the principal 
issue without question. However, there are 2 or 3 issues that I am 
not prepared fully to speak on. 

The CHarrMAN. He means just this one paragraph. 

Mr. Austin. If the withdrawable clause were to be left in the 
private power contracts—— 

Mr. Smirney. With the exceptions of this area which the Assist- 
ant Secretary has pointed out. 

Mr. Austin. It is my belief that would be satisfactory to the 
cooperatives. 

Mr. Smrrnery. It would be a change of emphasis within the criteria 
itself, as I see it. 

Mr. Aanpauw. My first thought is that we would prefer to set 
that up on the basis of short-term contracts, rather than a long-term 
contract with a withdrawable clause in it, and leaving the long-term 
contracts exclusively those for mstances where we want to assure a 
customer or area of power on a long-term basis. 

Mr. Smrravy. That could still be done, could it not, by an amend- 
ment of the criteria itself. a change in the criteria? 

Mr. Aanpanu. There could be a supplemental statement added to 
the criteria that would accomplish that purpose. 

Mr. Smrruey. Would such a statement be satisfactory to the co-ops 
on that one point? 

Mr. Austin. It is my belief that would be true. By limiting it to 
that, then it would take away the discretion from the rest of the area 
that is between us in this matter of where the power might be tied up 
for 20 years. In other words, it would limit to one or two or to a 
named area where the 20-year contracts without withdrawable 
clauses could be put in eftect. 

Mr. Wyum. Doesn’t the discussion that we have been having here 
all day today, particularly the statement made by Secretary Aandahl, 
point up to one very serious shortcoming in the administration policy, 
and that is some kind of machinery that will provide for localized 
cooperative planning with the agency in this responsibility? If the 
Department of Interior coordinated their planning with the grass 
roots they would not be in the difficulty they are in here now. It 
seems to me that is one of the big deficiencies we have in our present 
administrative procedure with all bodies that have this kind of re- 
sponsibility that the Department has. 
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[he CHarrMAN. Mr. Day. 

\ir. Day. Mr. Chairman, there is one question I would like to ask. 
| have been a little confused by the testimony of yesterday and today 

one point. I recall that at the beginning the Secretary indicated 

he felt that preference did not mean preference in perpetuity. 

preference simply meant that when some block of power was 

d for sale, then at that moment there was preference. Of course, 

would imply that once that preference was recognized when the 

k was available, then the nonpreference customer would attach 

mself to it probably indefinitely and that probably was the idea at 
time the new criteria was drawn 

But as this hearing has progressed, there have been more and more 
assurances that the short-term contract taking the place of the with- 

awable clause was really the same thing, and that a short-term con- 

act would be entered into whenever in his judgment the preference 
customer was going to need it later on, thereby implying that he was 
recognizing preference in perpetuity, which he earlier said he was op- 
osed to. 

| believe that the basis of the lack of confidence in the administra- 
tion of that criteria is in the fact that the people who have been dealing 
on the old policies have a justifiable feeling that his underlying opinion 

st expressed to eventually prevail in the administration even of the 
new short-term suggestion that is trying to be suggested as a com- 
promise. If I am making an unfair statement, I would like to have 
that pointed out. 

Mr. AANDAHL. I would like to respond to that statement in this 
way, and that is to observe that there is a vast difference in holding 
all power available to preference customers in perpetuity, and in hold- 
ing a block of it available for their future growth as we see it developing 
over a reasonable period of years. It is on the basis of recognizing 
the growth and the needs of the preference customers over a reasonable 
period of years that we will enter into short-term contracts. 

To substantiate the fact that that is a part of our thinking, was a 
part of our thinking at the time that the criteria were issued, I have 
called your attention to the fact that Mr. McPhail contacted the 
Montana Power Co. and asked for a short term contract for the 
disposal of Canyon Ferry power until such time as we can arrange 
transmission, wheeling or distribution to preference customers in the 
area. 

Mr. Day. Now you have me more confused than ever. How far, 
then, are you going to recognize that preference customers have some 
rights? You say not in perpetuity. You say for a few years. Just 
where are you going to stop? 

Mr. Aanpanu. That is the matter that has been left open for 
administrative discretion in the writing of the criteria. 

Mr. Day. So that there is no statement that you can make that 
anyone can depend to determine just how far the word “ preference”’ 
is going to carry anyone’s rights? 

Mr. AANDAHL. In the testimony we have not spelled it out to the 
last degree, but we have given indication that we administratively 
will give substantial recognition to the future growth and needs of 
the preference customers. 

Senator Warxkins. I wanted to ask Mr. Day a question. Is it 
your contention that the Congress in writing this law on preferences 
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meant that you would not only have the opportunity to take it 
first when it was offered, but that the Government in the sale of 
this power would always keep it available for you, no matter who 
they sold some of the rest to? In other words, they would have to, 
under your theory of the law, they would have to take it away from 
them and give it to you at any time you wanted to call for it? Is 
that the idea you have in having perpetuity of preference? In other 
words, you have preference not only with what you buy, but preference 
to all of the rest of that, and the Government would have it on a 
ae proposition and have the power available to you any time 
you want it? That is what it in effect means to you? 

Mr. Day. It is entirely unimportant, and I don’t think anybody is 
interested in what I think. 

Senator Watkins. I am, because you have been testifying. 

Mr. Day. I will be glad to say what I think. I am trying to explore 
what the Secretary thinks, because his statement is what the contracts 
are being built on. However, I would say that it is my understanding 
that millions of dollars have been loaned and substantial investments 
made in time and energy and property upon at least an historical 
interpretation that everyone understood to mean that a preference 
customer had a right to such power as was available and that he 
might at any time in the future on reasonable notice under the circum- 
stances acquire additional power that had been in the meantime used 
by a nonpreference customer, and that the idea of a nonpreference 
customer becoming himself a preference customer by history alone is a 
new idea injected into the picture by these new criteria. 

[ think it is true that the concept upon which this whole thing has 
been built—whether it is in the law or whether it is in practice long 
acquiesced in by the Congress and otherwise—a preference customer 
is always a preference customer within reason. That is, the with- 
drawal from a nonpreference customer could not be on such short 
notice that they would not have a reasonable chance to make some 
other arrangements, but it would be made reasonable. 

The Cuarrman. Mr. Day, the chairman does not understand your 
statement. Is it your understanding that here is an REA and they 
get a certain amount of power, and do I understand you to say if 
they want to stick out a line 5, 10, or 15 miles to make it larger, that 
they can rely upon additional power? Is that what you are trying to 
tell us? 

Mr. Day. If there is power in that area that is available on reason- 
able notice, and is being used by a nonpreference customer. 

The CuarrMan. In other words, to extend REA lines into isolated 
districts, if necessary. 

Mr. Day. Yes; to give power to people who do not have a chance 
to get it under present facilities. 

The CHarrman. Thank you. 

Mr. Day. Mr. Chairman, I do not want to belabor the point, but 
I still think the basis of the lack of confidence that the people in the 
REA feel is that they are not sure that a short-term contract is the 
same thing as the withdrawable feature in the old contract, and that 
it will be so administered. 

The Cuarrman. Mr. Aandahl said it was not the same thing. He 
made it very plain it was not. Is that right, Mr. Secretary? 
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Mr. Day. I thought the burden of his testimony was that it was 
substantially the same thing, so what are we arguing about. 

\ir. AANDAHL. Insofar as the power placed under a short-term 
tract is concerned, the result would be the same as if we sold that 
ver on a long-term basis with a withdrawable statement. 

Senator Warkrns. Mr. Day brings in the statement of reasonable- 

ss. Probably the short-term contract would take care of that, be- 

se it would be only a short time in which they could say you can 

v have it for this length of time because these people may want it. 
If they want it within that period, and it is a short time, it would take 
care of them. 

If we go ahead and say in effect we will give all these customers a 
preference, and in addition to that we give them standby rights, if 
they need more power in the future no matter whom you sell it to, 
they have to come in and give it to these people. They have under- 
stimated their needs or they don’t want to take a chance on estimat- 
ng how much power they will use in the future. That is a question 

policy. We have in Utah a city which has public power, but it 
cannot alw ays count on its power ‘supply. It has not been able to 
keep up with the demand. So it entered into a contract with a power 

mpany to give them standby power. They are paying for that 
orivilege; and the power company has to keep it available. It goes 
ahead and uses it, but it knows that the minute they are called on 
for that power, they know they have to turn it over to Provo City. 
Under those circumstances they get something for it. But here is 
the Government going in at taxpayers’ money to build these projects, 
ind the success is going to depend upon the sale of the power and the 
sake at a price that will bring enough money to pay the cost. 

| have been through this mill before. I am working on this big 
project now. So we do not want a policy set up here that is going to 
make it difficult for us to sell the additional power. One little plant 
will take care of practically all the REA’s in my State, and those who 
have preference, but what are you going to do with the rest of it? 

The CuarrMan. Will you proceed, Mr. Austin? 

Mr. Day. As long as I have interrupted him, may I ask another 
question? 

Mr. Austin. Certainly. 

Mr. Day. Senator, I think your point is very well taken. The most 
important thing, however, may be to have a policy that is definite and 
everybody understands it so they can contract accordingly. 

Mr. Warkins. That is right. 

Mr. Day. There is why I may differ with what vou said in all due 
respect, Mr. Austin. In my opinion the suggested change of the 

Secretary here that there be a short term contract that takes the place 
of a withdrawable clause in the contract is much more dangerous than 
the criteria that he now fixes where he openly indicates that they are 
going to give them away in 20 years. You can depend on it, REA 
you are not going to get it. The private companies will have it. 
That you can depend on and eg accordingly. But he is adding 
to it the time bomb that says I don’t know when I am going to decide 
that you are no longer a preference customer, and that puts the element 
of uncertainty under the whole thing. 

He should either say vou are going to be a preference customer for 
5 years or 10 years or 50 years or in perpetuity, or some place in 


i 
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between, and sit on it. Then you can contract, you can build, you 
can act accordingly. 

But when he says “I can’t tell you when it will be, but it is within 
my discretion, sometime I will make up my mind in your individual 
case Whether you are any longer a preference customer or not,” that 
is too indefinite, Mr. Chairman, in my opinion, for the people I know 
about to contract safely under. Anything that is definite is more 
unportant than something that is too indefinite. 

May I while I am talking further suggest that what we have been 
discussing here is a matter of such fundamental policy change from 
what everybody industry has known for years that before that chang 
is made in my humble judgment, it ought to, at least the Congress 
ought to have an opportunity to review it and determine it, because 
they are the policvmakers in important matters involving billions of 
dollars and the future of all the present generations to come. And 
to set a January 1 deadline here, and try to get the thing out of the 
way or certain rights determined before the Congress has a chance 
to meet is not an indication, in my humble judgment, of good faith 
in the subject of interpretation of this law. 

Mr. Aannanu. Mr. Chairman, may I observe that in the previous 
observation made by Mr. Day relative to uncertainty that I can see 
little distinction between entering into a 20-year contract with a 
nonpreference customer today in which there is a withdrawable 
clause, and entering into a 3-year contract or a 5-vear contract, which 
we know will terminate at the end of that period, whichever it might 
be. There is no distinction there at all. You have just as much 
certainty or just as much uncertainty, whichever way you want to 
put it, under either of the contracts. 

The Cuarrman. Mr. Austin. 

Mr. Austin. Thank you, Mr. Chairman. May I just say in con- 
nection with this issue that has been raised here that as to the 5-year 
contracts, | am in complete accord with Senator Day, that they would 
not be as good as the withdrawal clause in contracts of any term that 
the Bureau would wish to make for the power. To Mr. Smithey, I 
would like to clarify my answer by this further word that I do not 
think we would want to give away any part of the preference clause at 
any time. I think it is something that has been established by Con- 
gress with a great deal of thought having been put into the establish- 
ment of that preference policy, and I think we would definitely feel 
that we would like to keep that preference clause. As it has been 
said, it is not actually a preference; it is merely a magna carta. It is 
merely the clause that gives the rural electrics and the municipalities 
about the only right we ever have to get power from these Government 
dams which are some little distance away. 

The Cuarrman. Mr. Austin, I am terribly sorry. I know you will 
pardon me if I ask you to withdraw now, and call you later. Mr. 
Tudor has to leave town tomorrow, and I promised him he would have 
a chance to testify this afternoon. 

Mr. Tupor. Senator, I have no prepared testimony; I am here at 
your invitation. If you have any questions, I will be glad to answer 
them. 

The Cuarrman. I beg your pardon. I thought you had to leave 
town in the morning. 
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Tupor. I have an engagement in the West next week, and I will 
vlad to stay here this week at your pleasure, but I have no testimony 
{fer except to answer questions. 

[he CHAIRMAN. You may proceed. I am glad you clarified that. 

ranted to accommodate you. 

\ir. Tupor. I appreciate that very much. 

Mr. Austin. To go back to the matter of this western division of 

Bureau of Reclamation’s power system, the part in Wyoming, 
Colorado, and western Nebraska, the rural cooperatives out there 
el at the moment that they are going to have to commen for power 
over and beyond and above anything they wil be using in the 
ext few years. They are going to have to then tie up this power in 
that they will have it to grow. Because as they read the power 
cy and marketing criteria, whatever they don’t use, whatever 
don’t contract for into the future, will be turned out to private 
power companies on 20-year contracts, which will be a very limiting 
factor in the growth of the farmers’ use of electricity in that area. 

\s has been said here repeatedly, as was discussed in the matter 
hat Senator Watkins raised a while ago, these farmers are using so 
much more electricity than they dreamed they would or anybody 
lse dreamed they would for one thing the uses of electricity have 
been developed, and when your farm folks in the Dakotas or ours in 
Col rs ado 10 years ago thought of farm use of electricity, they did 
not dream of having a TV set in farm homes. 

The Cuarrman. We will take a recess for 10 minutes. 

Brief recess.) 

The CHarrMan. You may proceed, Mr. Austin 

Mr. AANDAHL. Mr. Chairman, may I have just 1 minute, please? 

The CuarrMan. Certainly. 

Mr. AANDAHL. During the recess it was called to my attention that 
if you have a long contract with a withdrawable clause in it, that 
withdrawable is subject to administrative discretion. If you enter a 

-year contract or a 5-year contract, when that contract terminates, 
you then have that block of power for resale again, and it is subject to 
all the rights and privileges of the preference clause. So in reality the 
thing that we are proposing is a greater assurance to the preference 
customers than a long-term contract with a withdrawable clause in it. 

Mr. Smiraey. Mr. Aandahl, doesn’t that depend to a certain extent 
on whether there is a renewal clause in that 5-year contract? 

Mr. AANDAHL. Yes. 

Mr. Smiruey. If there is a renewal clause that would not be power 
available for further sale. 

Mr. AANDARL. If there is a renewal clause in there, the chances are 
that renewal clause would be a renewal subject to mutual agreement, 
and then you would have the administrative discretion as to whether 
or not it was to be renewed. But if you do not have the renewal clause 
in there, then the sale terminates when the contract ends. 

Senator Watkins. As a matter of fact, it is not a 5-year contract 
if it has a renewal clause in it. It is probably a 10- or 15- or 20-year 
contract. 

Mr. Smiruey. We are talking in terms, and he indicated before a 20- 
year term and contrasted that with a 5-year term. It could have a 
5-year term subject to renewal and still be a 5-year contract. If I 
misstated that, | would like to have it clarified. 
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Mr. Aanpanw. If the 5-year contract has the renewal provision 
in it, then it places it in the same category as the long-term contract 
with a withdrawal clause init. If you make a straight 5-year contract 
without a renewal clause in it, then you have that power definitely 
available at the termination of the contract, and subject to all the 
rights and privileges of the preference clause. 

Mr. Day. Mr. Chairman, that statement is true only if there is an 
understanding of what is meant by preference and how long a pref- 
erence lasts. But we still have no definition of how long he thinks a 
customer should be a preference customer. As long as that uncer- 
tainty exists, the statement cannot be true. 

Mr. Aanpant. I think all through the discussion it has been gen- 
erally assumed and generally conceded that preference always exists 
whene ver 1 block of power is available for sale. 

The Cuarrman. Mr. McPhail, you wanted to make a correction 
of some kind in the record? 

Mr. McPuatm. Yes, Mr. Chairman. In my testimony yesterday 
appearing at page 105 of the transcript, it has been called to my 
attention that I was mixed up between preference and nonpreference 
customers. I would like to have the correct figures put in now, 
based upon the investigation my people made of the contract we have 
in effect for secondary power at the present time in the eastern division 
of which we were talking. 

The contracts with preference customers for nonfirm or secondary 
power in the total amount of 52,800 kilowatts; with nonpreference, 
the total is 131,000 kilowatts. 

The CuHarrman. Thank you for calling that to our attention. 
Mr. Austin, you may proceed. 

Mr. Austin. In the western division, if the rural electrics out there 
should decide that they must contract for all of this power into the 
future so that they would have room to expand and the farm folks 
might use more electricity as they need to for their farm operations, 
it would just about break them. Yet that is about what they do feel 
they will have to do, which confirms with the thought that Mr. 
Secretary over here, and Mr. McPhail have indicated previously, 
that probably the preference customers will take up this whole block 
of power. They will take it up, Mr. Senator, but they will have to 
take it up and for a number of years into the future pay this capacity 
charge to the Government, and not use it for some little time. That 
capacity charge is going to be pretty expensive to them. 

I will talk about that a little more later, but imporant also is the 
fact that the Government itself will lose money on that power. The 
Government itself will not make as much money on that power sale 
as it would make if the old policy were continued in effect, and if that 
power were sold on a firm power basis to the preference and non- 
preference customers in that western division out there. Here is the 
way that would figure. 

Actually the western division has been on a very efficient manage- 
ment basis, and there has been very little secondary or dump energy 
out there. There are a number of these plants, Mr. McPhail gave the 
long list of them; each has its own reservoir behind it. So it has been 
possible to drop water from one reservoir to another as power was 
needed. No power is wasted in that arid area. You are familiar with 
that situation, I know, Senator Langer. But because of the various 
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ants and various reservoirs, water can be dropped from one to 
pert as power is needed without letting anything go to waste. 
There has been very little secondary power in that western division. 

Senator Warkins. Do you have any irrigation in the reservoirs? 

Mr. Austin. All that water goes for irrigation purposes. 

Senator Warkins. The greatest peak of power production is of 
course in the irrigation season? 

Mr. Austin. No; I will be subject to correction by Mr. McPhail 

the other gentleman. Our peak is in December. 

Senator Watkins. Your peak of production? 

Mr. Austin. The peak of power production. The peak of power 
demand, 

Senator Warxrins. The demand is, but I mean normally in the 
- ration of the irrigation plants, you cannot have the water run out 

the wintertime and not have any for your summer irrigation. The 
biggest opportunity to produce power is ‘when you are using the water 
out of your reservoirs and that is during the irrigation séason. 

Mr. Austin. That is correct. 

Mr. McPuai,t. May I say a word on that, Senator, for clarifica- 
tion. Fortunately we have in that area an arrangement of reservoirs 
so that we can take care of the winter peak in good shape, and still 
not waste water for irrigation. 

Senator Warxins. Are they all irrigation reservoirs? 

Mr. McPuatu. Yes, sir; we operate to get the water down in the 
reservoir in winter, and release for irrigation i in the irrigation season. 
There are two decided peaks out there. The greatest one is ordinarily 

December. The second is the peak that comes during the irriga- 
tion season that is caused largely by irrigation pumping. 

The CuarrMan. You may proceed. 

Mr. Ausrrx. Thank you. That is important out there because 
most of the power that is produced is firm power and can be sold for 
firm power. The figures that I have here obtained from the Bureau 
at these meetings we have held this year are that firm power out there 
has produced for the Government an average of 7.1 mills per killowatt- 
hour. That is the firm power. That is taking the rate per kilowatt- 
hour and the demand charge and dividing into that the number of 
kilowatt-hours produced. 

The Government revenue has been 7.1 mills out there. If our 
rural electrics and the other preference customers are forced to put 
their contracts into the future on a wide contract basis to hold enough 
power for future expansion, they will pay $9.60 per year after the first 
2 years to hold that power. That is the capacity charge. They 
won’t use that power. They merely will pay that much to hold it so 
that they may expand into it. 

That power, then, can be sold for either dump or secondary power 
by the Bureau, and the Bureau will undoubtedly find a market for it. 
There is no question about that at all. If it is sold as secondary 
power, the average price for secondary power in that area for the last 
couple of years has been 4% mills or very close Ae aoe eee. Thecapac- 
ity charge will be $9.60 per year. Using the figure of 7.1 mills per 
kilowatt-hour on a 50-percent load factor, which is conservative out 
there, the annual revenue to the United States Government has been 
per kilowatt-year $31.10. Power that will be sold for secondary 
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power will bring the $9.60 capacity charge, and at 4% mills, 50-per- 
cent load factor, $18.50, or a total of $28.10. 

In other words, if power is sold as secondary power, it will bring 
the Government $3 less per kilowatt-year than it would if it were 
sold for firm power. If it is sold as dump power, it will bear the 
$9.60 charge, and using the average of 2 mills. which has been, | 
understand, the average revenue from dump power out there, it wil] 
bring per kilo vatt-year $8.76, or a total of $17.36 per kilowatt-year, 
a loss to the Government under the firm charge of $13.74. 

Now, the rough figures from that area are that the power that has 
been over and above the firm power has gone about three-fourths 
of the dump and one-fourth of the secondary. Using that ratio. all 
of the power which will have to be contracted for by these cooperatives 
and held, paying the capacity charge, will show a net loss to Govern- 
ment revenues of $10.30 per kilowatt-year. In other words, the 
Government, forcing these people into these long-term contracts to 
hold power, the Government wil] actually lose a revenue of $10.20 
per kilowatt-vear for the power that is so held. The power will be 
used It will be used, but it will be sold on a dump or secondary 
basis. With the price that. is paid for that dump and secondary 
power, plus the capacity charge that the cooperatives pay, there js 
still that substantial loss to the Government in handling it under the 
policies as we read them here over and above the old policy, just being 
continued on. 

Senator Warkrns. Who will get the benefit of that? The 
cooperatives? 

Mr. Austin. The co-ops in Colorado get nothing because we don’t 
have any steam power out there, or relatively little. There are no 
cooperatives in Colorado that can make use of any secondary or dump 
power. It will all go to the private power. In the western division, 
as I say, because there are no power projects authorized for further 
construction there, and figuring it would have to be some years in the 
future even if power projects are authorized in the coming session of 
Congress, our cooperatives fee] they have to plan far ahead and con- 
tract for a lot more power than they can use now, or they will simply 
be in a position where they will have to tell their farmers they cannot 
turn on another light bulb or put another electric appliance in your 
home or farm operation anv place in a short time. 

The Government actually would be losing money, as I say, in the 
light of the fact that all money has to be obtained to pay off these 
dams to pay off the whole projects, money that is needed to repay all 
these elements of cost and all these projects, because of the adoption 
of that particular policy. We have a business minded and economy 
minded administration, and it just does not frankly, add up to be good 
business to us to force us to pay an extra cost for the power, and in 
the light of that have the Government still receive less from the sale 
of power than it would if the present policy were simply continued. 

Senator Warkins. As I understand it, and maybe | misunderstand 
you, if these 20-year contracts are made that will be firm power? 

Mr, Austin. For those 20 years to those private power companies. 

Senator WarkKrns. If it is 5 years, it will be firm for 5 years, 

Mr. Austin. That is right. 

Senator Warkins. Where did you get all this so-called dump 
power on that kind of a deal? 
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{ustixn. The amounts that are sold under those contracts 
d not be affected in that manner. But if the cooperatives con- 
for power, all of the power that they contract for over and above 
ower that they use—in other words, the power that they simply 
for future expansion—will be that that will be sold subject to 
losses by the Government. 
nator Watkins. You are going on the theory that the charge 
made is the charge that is offered? 

Mr. Austin. I am using the charges that are prescribed in the 

rketing criteria. 

Senator Warkrns. In the new one? 

\fr. Austrx. In the new one. They have not been in effect in the 

However, they are going into effect, I believe, December 12 
number of contracting parties, is that not true, Mr. McPhail? 
McPuait. I am not sure whether it is December 12 or not. 
It is sometime within the next month. 
Senator Warkins. I have not had the opportunity to read this 
ria, but they do provide for the cooperatives buying standby 
Now r? 
\ir. Austin. I don’t know that we would call it exactly that. 
They can look to the future and say in 5 years we will need this much, 
) vears this much, and so on, but they have to pay for all of that 
at is held for them that they do not use. They have to pay what is 
led this capacity charge, which I spoke of a minute azo as $9.60 per 
lowatt year. That is on the western division. I think the ficure 
s different on the eastern division. Do I make that clear? 
senator Warxins. I think I see what you have in mind. In other 
ls, what we have been talking about here it is anticipated in this 
of criteria, and you will then be in a position, say, 5 years from 
we want to write into our contract we need so much, and we will 
put it in the contract that you take now and you get a preference for 
that as vou go along. 

Mr. Austin. No, sir. 

Senator Warkins. If you put in your contract to call for so much 
of power in 5 years and another increase in 5 years, you have prefer- 
ence for that? 

Mr. Austin. Perhaps I misstated myself. We do not reserve it for 

vears. We take it now and pay for it all the way through. We 
lon’t get the power. If we don’t use it, we don’t pay a kilowatt-hour 

harge on it, but we do pay a capacity charge from now on. It is not 
eserved for us in 5 or 10 years, but reserved for us right now. 

Senator Warxins. And you pay for it even though the Govern- 
ment may sell it at a regular pirce when you are not using it? 

Mr. Austin. They cannot sell it as firm power. They can only 
sell it as dump or secondary power which reduces the revenue con- 
Ss derably. 

| would like to talk a minute about this matter of hydro power and 
the firming of hydro power. Somehow a myth has almost grown up 
that hydroelectric power by itself just is not worth much, and it takes 
a lot of firming it up and a lot of steam plant, a lot of it, and therefore 
it would be much more feasible for all of this hydro power to be turned 
over to the private powers who own the steam power so that they may 
firm it up, and add a great deal of value to it, and pass it along to the 
customers in much better condition than they receive it. 
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That is a part of the propaganda line, of those who are definitely 
opposed to Government in the power business. 

Actually a good hydrointegrated system, such as you have in the 
Missouri Valley and Missouri River itself, and such as we have ou 
there in the western division has a good deal of firm power, because 
of the possibility of interplay between the dams and as Mr. McPhail 
so nicely pointed out, a few minutes ago, of letting the water com 
down to the lower reservoirs during the wintertime, and then using 
that hydroelectric plant during the summer. So the matter of th 
necessity of firming all this up, it doesn’t take a lot of firming. 

As I pointed out a moment ago, the figures that we have received 
on the western division are that they would firm power and 
firm power by buying steam to an average of about 1 year in 4 
Actually we think it would be feasible to sell a lot more firm power, 

The Secretary a stated, I believe, that it was his under- 
standing that power would be firmed to an average water year 
Those are not the figures that I had received out there. I hop 
that he is correct, and it will be added to. As I told you in the 
western division out there, the average water year was 1,388 million 
kilowatt hours, and yet the amount they are contracting for and 
considering firm is 113 million kilowatt hours per year less than the 
average. 

So the Government is definitely sacrificing a good deal of revenue 
there by not firming to a larger extent to sell more firm power to 
bring more revenue into the Government coffers to pay for all these 
things. 

I know I don’t need to teli you people about this firming and how it 
works. Asalawyer 1am not in that field. Let me just say this, that 
to firm power does not take very much purchase of electricity for 
firming the first amount of power that comes out of a hydroelectri 
system. Let us imagine a graph here of the power being produced as 
being a somewhat wavey line in the air with maybe one rather 
sharp dip down quite low in a ‘‘V”’ shape and going on. The onl 
amount of power that could be sold as firm would be the power 
below that ‘“V’’. In other words, the power produced from one end 
of that year to the other. When that ‘“V’’ comes, it would mean in 
that particular area there was no hydroelectric power available there. 
By filling in that one small valley in that “V’’, then the amount of 
firm power from one end of that year to the other is increased to the 
same height you have filled in that “V”. 

It is my understanding that one of the rules of thumb used in the 
industry, whether it is used in the Bureau or not, I don’t know, is 
that it is feasible to buy steam power to firm hydroelectric to the 
extent of at least, and perhaps more than purchasing one, if by that 
you can firm 10 kilowatt hours. In other words, if you fill that little 
“V ' shape spot in there with just a few kilowatt hours, you have 
firmed many, many kilowatt hours. So that you can actually afford 
to pay quite a bit more for those few kilowatt hours of firming power 
that are purchased from steam because by that you get the difference 
in revenue for that whole year’s hydro capacity which was everything 
but that little ‘“‘V”’ 

For instance, the figures I gave a moment ago, the firm power in 
the western division has brought the Government 7.1 mills on the 
average. Secondary power has brought 4% mills, a difference there 
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f almost 3 mills. Dump power has only brought 2 mills, as against 
71 mills. In other words, it does not seem like efficient planning for 
t western division to think of firming only to the extent of 1 year 

t It would be much more sensible, it seems to us, and I don’t 

ik there is any question but that the Government would receive 
considerably more revenue from that power output in the western 
division if it were firmed to an average water year. 

If it is not firmed to an average water year, everything over and 
.bove the point where it is marked off as firm goes as dump or second- 
ai 

In our case, the preference customers, I believe I stated no preference 
customers received secondary or dump—lI don’t mean to be that broad 

n that statement, if I made it that way—no rural electric coopera- 

es receive secondary or dump. There may be municipals that do. 
| don’t know about them. When there is a great deal of dump 

wer available somebody benefits greatly by it, and that is the private 
company in the area. So it is very definitely to the interests of the 
private companies in any area to keep that figure of firm power just 
as low as possible, so that there can be as much as possible of the 
lump and secondary power available to go to the private power 
companies at the reduced rates. 

The Government loses and the private power company gets power 
at a considerably lower rate than it would have to pay to generate 
its OWN power. 

Just a little further word—we have gone into this indirectly—on 
ust what this policy and marketing criteria does to us. I am not 
going to speak in connection with all phases at all, but this one phase 
once more, 

The CuarrmMan. Why do you not talk about all the phases of it so 
we become familiar with it? 

Mr. Austin. Thank you, Senator. There are some phases that I 
am not familiar with and other witnesses who follow me will bring 
them out. It would be better if I limit myself to the ones I am more 
familiar with. 

The CaarrMan. You are certainly familiar with the subject. 

Mr. Ausirin. Thank you. 

The CHarrMaN. It is a pleasure to listen to you. 

Mr. Austin. Thank you, sir. 

The changes that are being made are several, but the one I wish to 
talk about particularly is this matter that the Bureau of Reclamation, 
the Department of Interior, is stating that it is going to drop utility 
responsibility. 

In the first place, we don’t think they ever had a utility responsi- 
bility at all, and in the second place, they are still recognizing a utility 
responsibility in certain limited areas, such as the power company 
mentioned in Wyoming. So we don’t think that is any great change. 
Sut the one that does of course cause us the most concern is this 
matter of the taking of the withdrawa! clause out of these other con- 
tracts, out of the private power company contracts which they are 
now going to put on the books for 20 years. Mr. Secretary has said 
in limited instances, but as long as that limitation is not spelled out, 
it could be in all instances the way the power policy reads. It puts 
the preference customers right between the horns of a dilemma. 
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And one horn is just about as bad as the other, but they have no 
third choice. They can either buy ahead in quantities of power that 
they don’t need now, but will need as they grow into them, eithe, 
buy ahead and pay this capacity charge at a figure which is going to 
bankrupt some of them without any question, or they can buy 2 or 3 
years ahead, and then if the Bureau of Reclamation or the Depart- 
ment of Interior has made a mistake, and under the criteria has gone 
ahead with the discretion they have and has sold all of the firm power 
to private power companies with no withdrawal clause, then thy 
growth of the REA’s, the use of the farmers on those lines, is simply 
absolutely limited 

There is a reason for that that is not brought out in the testimony 
so far. I don’t believe I believe Mr. Secretary and perhaps M; 

{cPhail mentioned the things that could be done by the REA if j 
only bought 2 or 3 years ahead, that 1t could generate its own powe! 
or it could purchase from somebody else 

Let us take the purchase from somebody else. In some areas 
there is simply no other power to purchase. I may or may not have 
mentioned for some time, and withdrawing from that position only 
recently when I moved my offices into Denver, I was attorney for a 
new veneration and transmission association, which has been set up 
in what we call the tristate area of Wyoming, western Nebraska, and 
Colorado It was called the Tri-State Generation «& Transmission 
Association. That is comprised of 27 rural electric cooperatives in 
those States, all in areas of growth of power use and power need. 
Those groups in connection with their Tri-State G. & T. went to th 
private companies in that area and told them of their expanding need 
for power, and were told, “We will not have power available for you 
in anything like the requirements you are going to have.” The power 
company sat down very nicely with them and the matter was dis- 
cussed at length, and the power company representatives made flat 
statements to these 27 distribution coope rs atives saying that “We will 
simply not have power available to you.” 

The Bureau of Reclamation has already given them unofficial 
notice that after 1956 or 1957 they will no longer have power for their 
expansion. The power that they are using to that point they may, of 
course, keep. But the Bureau is estimating that at that point they 
will no longer have power to meet their additional growth from ye: 
to vear, because the re are no new projec ts to come on that thins 
division after this coming vear. So they are simply against the horns 
of that dilemma, as I stated. They are either going to have to buy 
now at this time a huge block of power that they can’t possibly use 
for some years to protect themselves as their loads grow, and their 
needs grow, or they are going to have to simply limit their growth to 
a point when they are using all the power the Bureau of Reclamation 
has available for them that they can contract for now and afford. 

In either case they are in bad shape. In either case they are 
weakening their own situation, and in either case the private power 
companies will have more possibility of moving in and taking them 
over in their weakened condition, which of course it is open knowledge 
they hope to do in that area, as in other areas of the country. 

Mr. Aanpanu. Mr. Chairman, may I make a suggestion? 

The CHarrman. Yes. 
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\ir. AANDAHL. There is one other possiblity, and that is that when 
Department of Interior and the Bureau of Reclamation goes out 
he field after the first of January and visits with the representatives 
the cooperatives, considers the applications they have made and 
- projected future power needs, if there is power in excess of what 
cooperatives, the preference customers are contracting for, we 
sell that power—that is, instead of encouraging the cooperatives 
ontract for power in excess of their needs and pay the charges that 
have talked about—-we can suggest to the cooperatives that you 
ract for the power that vou will need with the 20-percent growth 

allowed under the criteria without the minimum charge taking 
and that we will take a block of power, if we have it, not being 
lured by other preference customers, and contract for the sale of 
power to a nonpreference customer for a 3-year period or a 5-year 
od, whatever seems advisable, at the end of which period it will be 
ilable to you even to better advantage than if it had been put into 
ng-term contract, as you suggest, with a withdrawable clause. 
re is a third alternative in addition to the two horns you spoke 


Austin. Thank vou, Mr. Secretary. There is that third 
rnative. , 
\fir. AANDAHL. And I want that to be a part of the record 
\ir. Austin. We are happy to have it part of the record, too. But 
peat what we have said several times before in these hearings, it 
spelled out in the marketing criteria that way. We are con- 
ed over the fact that while these things are a matter of record of 
wings now, the administrative leeway that is allowed still would 
rive the right of decision to perhaps someone else in the Department, 
‘Mr. Aandahl should not be there, and someone else would still have 
administrative discretion to do something else with all that power 
nd put it where we couldn’t get to it. 

In other words, we appreciate very much Mr. Aandahl’s concern, 
and we know it is sincere, but what he is saying is his personal view, 
and the view of other persons in the Department, but it is not what 
the marketing criteria says and that is the thing we are so concerned 
about, and so worried about. 

Mir. AANDAHL. The marketing criteria leaves it as a matter of 
administrative discretion. 

Mr. Austin. That is right, but also within the limits of discretion 
they could simply put it where we could not possibly get it. 

Mr. AANDAHL. That is true, if you want to assume the worst 
possible conduct on the part of those in administrative responsibility 

Mr. Smirnry. Does your statement mean, sir, that the statements 
vou have made concerning that criteria are only good so far as you 
are concerned, and so far as your discretion is concerned? 

Mr. Aanpan.. The possibility of discretion is available to anyone 
that has administrative re sponsibility. 

Mr. Smrruey. That is correct. That is the point I was seeking to 
make. I think that is the point the witness is seeking to make. 

Mr. Tupor. May I offer there, as Under Secretary of the Depart- 
ment, that I can assure you that Assistant Secretary Aandahl speaks 
for the Department in this matter, and his statements are not just his 
personal statements, but they are the statements of the Department. 
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May I also point out that another Secretary could, of course, write 
other criteria. 

Mr. Smrrney. There is no question about that. That is the very 
thing I wanted to get on the record, if I could. 

Mr. Austin. Thank you. 

The CuarrMan. Another Secretary who wanted to wreck the co- 
operatives would not have to have a new criteria. He could use this 
one. 

Mr. AANDAHL. Just as easily using this one he could prepare new 
criteria, too, and put it into effect immediately. 

Mr. Austin. I might say that in the horns of that dilemma is the 
possibility of generation, that is, it is a possibility. This Tri-State 
Generation & Transmission Association, usmg them as an example, 
has now applied to the REA for a loan with which to build some gen- 
eration facilities of their own. They are hopeful, but up until now 
there has been no granting of that loan, and up until now under the 
present administration of the REA, there have been no loans granted 
whatsoever for new generation and transmission associations. To 
the best of our knowledge, there is no policy that there will not be 
new generation and transmission associations authorized. But to this 
time under the present Administrator of Rural Electrification Admin- 
istration, there has been no new generation authorized whatsoever 
There have been additional loans made for other generation previously 
authorized, but it is not too hopeful for the matter of generation. 

Now, as to the matter that has been suggested several times, why 
don’t they set up their own generation, let me say this about the rural 
electrics. I am speaking strictly for them, and not all preference 
customers in this regard. The financing of rural electrics is such that 
they have only one source of finance, that is REA. Those ioans until 
they are paid off are in matters of agreement and mortgaged to the 
extent that rural electrics cannot go any place else to borrow money 
That is No. 

No. 2 is most of them are still heavily in debt because over the 
period of 35 years they are to pay out, but most of them are still in 
the early stages on that 35 years. They have no equity. They have 
no feasibility of borrowing money from any other source. Of course, 
generation is terrifically expensive. So they are up against this prob- 
lem definitely. They cannot put in generation of their own unless 
they can obtain loans through the REA. There is simply no other 
possibility of finance under the legal setup of them. 

So this withdrawal clause, if it could be left just as it is, would be 
very satisfactory to us. If the preference clause could be left just as 
it is. ‘This marketing criteria that we have before us, and the power 
policy, we see no reason for it whatsoever. I think the question has 
been asked several times, why was it promulgated. Why was the 
change made? To the best of my knowledge no answer has yet been 
given. 

Actually the cooperatives, it appears here, would lose considerable 
by it. 

The CuarrmMan. Wait a minute. He did give an answer. Maybe 
[ can quote it correctly. The change of administration is the answer 
Mr. Aandahl gave. 

Mr. AAnpAHL. And attention was called to several things accom- 
plished by the new criteria. 
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»CuarrMAN. The change of administration from the Democratic 
Republican. I want you to remember that. 
Austin. Thank you, I will remember that. 
rtainly the cooperatives, who are preference customers and are 
caining by it, didn’t want this particular change, or the changes 
have come about in it. The Government seems to be losing 
ney by it, so it seems rather odd that it would be done on behalf 
‘Government. I might just sav this, too, that I don’t believe 
hanges would have been made just as they have been made if 
rural electric cooperatives had woe called in for consultation 
fore this was promulgated. It has been mentioned several times 
ind the table here that there were no conferences with REA, the 
vernment administration, there were no conferences with the rural 
trie coope ‘rative people in the field, with the managers and di- 
rs. This was promulgated frota the Department of Interior 
out consultation with any of these people. If we had been called 
perhaps then these concessions which are being made, these 
tters of reasonableness of discretion, we might have been able to 
ave assisted in the working out of some marketing policy and criteria 
would be satisfactory. 
ut at the present time we just feel that the marketing criteria and 
r policy as written is something that is going to break us. 
here is another problem and since this is a matter that has to do 
monopoly matters I believe it should be brought in here, and 
s a pattern, and there are a number of these things that are pat- 
that are being established that are going to go far beyond the 
ouri Basin. This marketing criteria and power policy that is 
‘e us is something that now applies only to the Missouri Basin 
it has been made clear by witnesses on both sides of the table 
hat apparently it will go on to all other areas where Federal power 
will be marketed. 

One of the other patterns established is pirating on the part of the 
power companies. That is the word we use and generally accept. 
It means that in an area where a cooperative went in when no private 
power company would serve it—you are familiar with that situation, 
Senator Langer—and then the cooperative went in and the Govern- 
ernment made a loan to the people in that area to build the lines, and 
they have served the farm needs and the rural needs of that com- 
munity and something has come along to change the picture so that a 

vate power company decides they probably made a mistake in not 
serving it, in the first place, so they simply serve it now. 

ey me give you two instances with which I am familiar, both com- 

¢ from my home State of Colorado. There is an area just to the 
north of the city of Denver that was purely rural territory until a few 
vears go. But Denver, as is true of a great many other cities, has 

n expanding very rapidly in just the last few years. Now that 
area where the Union Rural Electric Association went in to serve 
them the private power companies, and there were two of them in 
that general area, stayed out completely, would not go near it. Then 
the farmers themselves in that area formed their own organization 
and served it. 

Now, as Denver is growing out step by step, we find the private 
power companies serving that area simply moving in and taking over 
the areas, and just simply shoving the rural electric cooperative out. 
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We think that is pirating a territory that belongs to the rural electric 
cooperative 

The rates of the rural electric cooperative are very much alike with 
the rates of the two private power companies. ‘The consumers don’t 
save any money by switching. Yet the private power companies 
are simply forcing the rural electric cooperatives backward, and to 
abandon lines in territory that they served when the private power 
companies would not touch it. 

There is another area where the same situation prevails, an area 
thinly settled and out some little distance from town, but oil has been 
discovered there As the oil companies come in and want a little 
electricity for the tool shack or a small pump, they have taken it from 
the rural electric cooperative. gut when it develops to the point 
where there is a fairly heavy pumping load of some kind, when the 
pipeline comes in or a compression plant or any of the various plants 
that have to do in the field with the processing of oil products we 
ind that the private power company builds right along the other side 
f the road from the rural electric coope rative, and takes over these 

lustrial loads. 

In each of these cases, of course, the loan that the Government has 
made is in jeopardy. In each of these cases a property that has been 
mortgaged to the Government upon which the Government made a 
loan in good faith and the cooperative made a mortgage in good 
faith is simply becoming rather meaningless 

This has nothing with the Department of the Interior. | 
want to make that clear. But we are talking about patterns and 
monopoly patterns here, and I did want to bring that in at this time, 
because it is becoming a very critical point in Colorado, because the 
private power companies simply say, ‘‘We made a mistake 10 years 
ago, but we will rectify it now, and move in,” and it makes no diffe T- 
ence what happens to the rural electric cooperative that made the 

crifice to go out and serve that territory in the beginning. 

Also, as a matter of general pattern is this problem that was dis- 
cussed yesterday rather quickly in the matter of re-doing cost alloca- 
tions. I want to talk about that again a little more in connection with 
President Hoove r’s speech. 

We are seeing now projects in Colorado and elsewhere that were 
considered feasible several years ago on a cost allocation now being re- 
considered to the point as more costs are allocated to the electricity 
that the project becomes entirely infeasible. I am thinking particu- 
larly of a project on the Gunnison River called Curecanti. You will 
probably hear more about it in the present session of Congress. That 
project, which now according to the rules and regulations all of these 
dams must be looked at strictly by themselves and not as part of an 
overall group of projects, according to the study that has come out of 
the Bureau of Reclamation, that construction is no longer feasible be- 
cause with the new allocation of costs over to the electricity end, it is 
not feasible to build the dam. That too is a part of the pattern, it 
seems to me, this matter of reallocation of costs, and looking back 
again and finding so many things to charge against the electricity that 
the thing is not feasible. We think that is part of a plan and scheme 
to keep generation from developing in a great many of these places. 

In connection with these plans and policies that are being worked 
together, let us take a cool look at the various associations of the 
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power companies. Let me make a request, Mr. Chairman. 
my understanding that the Federal Power Commission has in its 
ds lists of the 10 largest stockholders of the various private power 
anies in these United States, and that those lists show how many 
of stock each one of the 10 largest shareholders has and the 
tage that is of the total stock of that company. I am wonder- 

\ir. Chairman, if it would not be a good idea, and I would so 
est of you, that the Federal Power Commission be asked to fur- 

for the records of this committee 
he CHAIRMAN, Issue a subpena duces tecum to get the information 

he wants. 
\ir. Austin. That information be made a part of this record here 
he major private power companies of the United States. 
e thing that we think will be interesting is the interlocking owner- 
p of the private power companies. Even though the private power 
npanies were broken up into small segments some years ago, there 
o question but they are still owned to a very large extent, and 
igh such interlocking ownership will be found interlocking con- 
and we believe that would be of interest to the committee. 
hank you. 

» CHarRMAN. Why just the first 10. Why don’t you get 30 or 

them? 

\ir. Austin. I believe the records of the Federal Power Commis- 
show only the largest 10 stockholders. 

(he CHAarRMAN. Get all they got. 

(he information was submitted for the files of the subcommittee.) 

Mr. Austin. The various lobbying activities of the private power 

panies seem to fall under a pattern, and that pattern is represented 
several organizations that are well known throughout the country. 
on’t mean to imply in the slightest there is anything illegal about 
but the propaganda and public relations activities of the private 
wer companies have been tied together under a number of organiza- 
; well known. 

"he National Association of Electric Companies, the public informa- 
on program, the electric companies advertising program, there is 
basco Services, which is the old Electric Bond & Share Co., as it ties 
ogether a lot of construction for a lot of companies, and there is the 
EI, the Edison Electric Institute. There is another association 

th which the private power companies are closely allied in prop- 
ganda matters, which is not strictly there, but the National Tax 

quality Association, NTEA. 

| would like to talk about several of them for just a minute be- 
ause they tie together the propag ianalet aaa public information of the 

ivate utilities of this country very closely making a uniform, unified 
flort that they put out in their attacks upon cooperatives and public 

power. 

The NAEC is the organization headed by a gentleman by the name 
{ Purcell Smith, well known in this country rhe his $65,000-a-vear 

salary, and the highest paid lobbyist in the business. This organiza- 
tion in 1952 led the list of money spenders according to the information 

had to be filed with the Clerk of the House of Representatives. 
\ccording to those records, the total contributions that came in from 
the electric companies belonging to the NAEC in that year was 
$470,648.30. They received that much from the private power com- 
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panies of this country for their activities. They must have carried 
over a little bit from the year before, because the expenditure for that 
vear showed $7,000 more than that, or $477,942. That was the 
amount of money they spent. 

The Cuarrman. Will you get that report they filed, and have it 
here, and we will make it a part of the record. 

(The document referred to was marked “Exhibit U” and filed with 
the Committee.) 

Mr. Austin. For the year 1953, the reports for the first three 
quarters are in, and this year to date for the first three quarters they 
have received $437,505.95, according to that report in the office of 
the Clerk of the House of Representatives. 

NAEC is made up of 97 different companies. Those companies 
individually a as much as $16,500 each for their contributions to 
the work of NAEC. The companies that are listed through the first 
three quarters of this year that have already paid that much might 
be of interest. There are not many of them. Consolidated Edison 
Co. of New York, Detroit Edison Co., Pacific Gas & Electric, Public 
Service Gas & Electric Co. of New Jersey, and the Southern California 
Edison Co. A list of those member companies is available here, and 
[ will be glad to put it in the record. 

The CuarrMan. Read them. 

Mr. Austin. It is a rather lengthy list. 

The CHarrMan. That is all right. Go ahead and read them. 

Mr. Austin. Here is how much their contributions were through 
the 3 months. 

The CuarrmMan. Read them all. 

Mr. Avustrx. Arizona Public Service paid $1,916.22; Arkansas 
Power Co. paid $792.57; Arkansas Power & L ight Co. paid $5,513.93; 
Atlantic City E lec tric Co. paid $3,438.89; California Electric Power 
Co. paid $1,429; California Pacifie U tilities Co. paid $732. 

With your permission, sir, let me read those above $10,000 and 
then put the whole list in the record. 

The Cuarrman.- All right. Make it $5,000 in view of the news- 
papermen here who would be very much interested. 

Mr. Austin. Cleveland Electric Illuminating Co., $10,036; Con- 
necticut Light & Power Co., paid $5,653; Consolidated Edison, 
$16,500 as I said before. Consumers Power Co., of Jackson, Mich., 
$15,540; Detroit Edison, $16,500; Duquesne Light Co., $8,560; 
Florida Light & Power Co., $8,667; Gulf States Utilities Co., $5,003; 
Northern States Power Co., $12,483; Ohio Edison Co., $12,010; 
Pacific Gas & Electric Co., $16,500; Pennsylvania Power & Light Co., 
$12,198; Philadelphia Electric Co., $16,500; Portland General Elec- 
tric of Oregon, $5,288; Potomac Electric Power Co., $6,667; Public 
Service Co. of Indiana, $7,216; Public Service Electric & Gas Co., 
$16,500; Southern California, Edison, $16,500; Virginia Electric « 
Power Co., $14,070; West Penn Power Co., $7,246; Wisconsin Elec- 
tric Power Co., $9,088. 

That concludes the list in here of those that paid more than $5,000 
for the first 9 months of this year. 

The CuarrMan. We will file the entire list. 

Mr. Austin. Thank you. We would like to. 

(The document was marked as “Exhibit U” and filed with the 
committee. ) 
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Austin. I think it is important; too, that all of this money 

t is used in connection with the matter of lobbying and information 
service is reflected in rates. In other words, that money does not come 

of anyone’s profit. It is simply added on as a cost of doing 
business, and under the system we have in this country of permitting 
vate utilities to make a reasonable return on their investment that 
simply a cost of doing business, just as the cost of fuel for their 
lectric plants. So it is simply charged on to the ultimate consumer. 
loes not come out of the profits of those who own the company. 

\ few of the expenditures of this NAEC, according to their official 

\bying report, are these: 

sixty-three thousand four hundred and forty dollars was paid to 
Stephen Fitzgerald & Co. of New York for public-relations services. 
[he work that they do mostly is the smooth paper nice little propa- 
la pieces that are sent out over the country. A couple of them 
Turn on the Light and Let us Take a Look at People, Power and 
Government. Those are two of the relatively recent ones. 

Another expenditure was $2,250 for the Industrial News Review, 
which is a Portland, Oreg., organization which I understand figured 
n the utilities investigation i in 1930, and furnishes canned editorials 
for rural papers. There is a little question as to how objective those 
editorials can be when they come out of an organization that receives 
ts money from this particular lobby. 

One of the interesting expenditures was $5 paid to the Reader’s 
Digest. This $5 went for reprints of an article called, The Fight on 
Niagara. This is the interesting part of that expenditure. They 

ade known to the electric companies that belonged to their organiza- 
tion before that article appeared in Reader’s Digest that it was going 
to appear and that reprints would be available, a rather odd bit of 
nformation. 

They paid a number of legal and consulting fees out of that money: 
$19,135.19 went to Awalt, Clark & Sparks, of 822 Connecticut Avenue 
NW., Washington, D. C.; $4,500 went to Brenner, Butler & McVeigh, 
60 Wall Tower, New York, N. Y.; $13,500 went to Brenner, Hannan 
& Murphy; $25,645 went to Brown, Lund & Fitzgerald, Washington 
Loan & Trust Building; $19,572.81 went to Herman & Conway 
\ssociates of New York; $4,250 went to Toni Marine, Washington, 
D. C.; $1,000 to Thomas Sabine, of Long Island, N. Y. 

All of these expenditures that I mentioned are in the first 9 months 
of this year, and are taken from the report at the Clerk’s office in the 
House of Representatives. 

The National Association of Electric Companies has a very definite 
interest in the power policy and the marketing criteria, and they issued 
a study of their own dated October 16, 1953, very recently, entitled, 
‘The Federal Marketing Memo No. 2, An Examination of Interior 
Department Policy Statements,’’ and they are pretty pleased with 
the marketing criteria and power policy. This study was prepared 
for them by Mr. Edward T. Gushee, a vice president of the Detroit 
Kdison Co., and the study was approved by the NAEC executive 
committee, and mailed out to their member companies. 

[ would like to read this. It is not too long to put in the record. 
These are the comments of the NAEC concerning the power policy 
and marketing criteria: 
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GENERATING FACILITIES 


Recognition that “the primary responsibility for supplying power needs of ; 
area rests with the people locally” is probably one of the most significant poir 
in the 1953 statement. For many years it had been assumed in some quarters th: 
the responsibility for providing the country’s power needs to an ever increasing 
extent should rest with the Federal Government. This extreme point of viey 
carried to its logical conclusion, would mean that the Federal Government would 
n time assume responsibility for providing the major part, if not all, of the cou 
ry’s power supply. * * * 

Carrying out the principle that there should be a partnership of effort in de- 
veloping the Nation’s resources, the 1953 statement emphasizes that the Depart- 

ent does not have the exclusive responsibility for the construction of dams or th¢ 

neration or transmission of electric energ) Accordingly, the Department under 
this policy would not oppose the construction of such facilities by non-Federa] 
interests and instead would primarily concern itself with building those hydro- 
electric projects too big or too complex for other interests to build. * * * 

In keeping with its interpretation of its responsibilities, the Interior Depart- 
ment will not interfere with the functions of the Federal Power Commission in the 
granting of licenses for the development of power. This position is a culmination 
of the thinking over the past several years and recognizes that regulation car 
function to protect the public interest. This would seem to leave no place for 


} 


intervention by Interior in cases before that Commission such as Roanoke Rapids, 
Kings River, and Hells Canyon. Interior Department’s former policy of pr 
empting hydrosites for Federal development was hindering full development of 
the Nation’s water resources. 
The 1953 statement contains no reference to steam plants and, therefore, 
recognize that there is a serious question as to the legality of constructior 
nts by the Interior Department 
onnection, consider the following statement by Clarence A. Davis 
Solicitor, of the Department of the Interior, in a speech September 18, 1953, at 
White Sulphur Springs, W. Va., to the effect that the statutes which confer 
authority on the Department “are based primarily upon the disposal of hydro 
| 1 is generated incidentally in connection with the constructio: 
of flood-control dams Nowhere,”’ he continued, “in a 
is there any general authorization for the Federal Government to 


power business as s ich. 


TRANSMISSION FACILITIES 


The emphasis in the 1953 statement is on construction of transmission 


ties that “are economically feasible and necessary.’ 


The 1953 statement also has gencral provisions regarding the use of nor 


Federal facilities. They will be used when available on ‘‘reasonable terms.’’ 

The 1953 statement, therefore, reflects changes in policy that have taken place 
with regard to negotiating contracts with electric companies to serve preference 
customers, rather than through Federal construction of transmission lines. * + 


PREFERENCE CUSTOMERS 


her variation is revealed in the sentence in the 1953 statement to the effect 
that Interior * will operate the federally owned generation and transmissio! 
facilities * * * for the benefit of the general public.’’ Thus, it seems to recog- 
nize that the general public has some rights. Power remaining after needs of 
preference customers have been met is to be made available to privately owned 
public utilities serving domestic and rural customers. 

Clarence A. Davis, Solicitor, of the Department of the Interior, in a speech 
September 18, 1953, at White Sulphur Springs, said: ‘‘* * * it seems to me that 
the word ‘preference’ must imply a choice between reasonably comparable alter- 
natives and that preference does not mean exclusion of alternatives before exer- 
cising the prefe rence.” 

WHOLESALE POWER RATES 


The 1953 statement stresses that rates will be set as low as possible, but must 
be sufficient to recover costs of producing and transmitting the energy and return 
capital investment, with interest, in not more than 50 years. From this it is to 
be expected that closer attention will be given to making Federal power pay. This 
is justified by the reference to rate reviews that will be made at periodic intervals 
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rates will accurately reflect actual costs. It also states that if 
costs are assigned to power, rates for power shall be sufficient to 
costs. 

making Federal power pay its way and the probability that 

have to be raised, Assistant Secretary of Interior, Fred G. Aandahl, 
at Fargo, N. Dak., on September 29, 1953, said: 

ral law provides that Federal power shall be sold at the lowest rates con- 

vith good busines It is pretty well established that the investment 

o plants and in transmission lines should be amortized in 50 years with 

n addition to that, operating costs and maintenance costs must be set 

tratively within the Bureau of Reclamation and by acts of Congress 

ecome an accepted procedure to use power revenues in addition to 

tated requirements to aid in repaying irrigation costs which are 

he water users’ capacity to repay In the Missouri Basin we expect a 

wth in irrigation Unless power revenue is available as an aid to 

at development will not be possible. Furthermore, the construction 

ric plants and transmission lines has been in progress during the 


f rapid inflation. The final cost is larger than was at first anticipated 


therefore, many reasons for expecting that power rates will be some- 
her than have been indicated at the present time. 
atter of power rates is now being carefully reviewed by the Corps of 
the Department of Interior and the Federal Power Commission 
will be kept at the lowest possible figure, but we must be realistic and 
e the cost and expenses that are properly allocated to power It is time 
ret away from the idea of giving power away at the taxpayers’ expense 
yurpose of stimulating local public power and later its absorption by the 
Government in an objective headed toward ultimate complete Federal 
nment monopoly of power.” 
at is the end of that particular quotation from the NAEC. 


CHarrMaANn. Gentlemen, it is 5 o’clock. We will adjourn 
| 9:30 in the morning. 


“hereupon at 5 p. m., a recess was taken until Wednesday, Decem- 


1953, at 9:30 a. m.) 
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WEDNESDAY, DECEMBER 9, 1953 


Unirep States SENATE, 
SUBCOMMITTEE ON Monopo.ty ANp ANTITRUST, 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 
e subcommittee met at 9:30 a. m., pursuant to recess, in room 
senate Office Building, Senator William Langer (chairman of the 
ymmittee) presiding. 

Present: Senator Langer (presiding). 
sent also: (Staff) Wayne H. Smithey and Thomas B. Collins, 
ssional staff members. 

Present also: Carroll Day, State senator from North Dakota; and 
im C. Wise, Missouri Basin Electric Consumers Association 
sel. 

The CHArRMAN. The committee will be in order. 

You may proceed. 


TESTIMONY OF H,. VANCE AUSTIN, MANAGER, COLORADO STATE 
SSOCIATION OF RURAL ELECTRIC COOPERATIVES, DENVER, 
OLO.—Resumed 


A 
C 


Austin. Thank you. 
1e CHAIRMAN. We are very anxioux to have you take a lot of 
time because we are very much interested in your testimony. 

Mr. Austin. Thank you very much, Senator. We were speaking 
yesterday of the various joint activities of the private power com- 
panies, and we had just concluded the discussion of this NAEC group. 
This morning I would like to talk a little bit about another one of the 

roups that is called ECAP, which is the electric companies advertising 

program. They comprise the joint activities of some 125 electric 

ilities, and I have the list of those companies here as it was on 
January 1953. 

| would like to submit that for the record, if I may, so the list of the 
companies taking part in the ECAP activities could be made a part of 
the record. This organization concentrates largely on radio, television 
and newspaper advertising. 

The CHarrMan. It will be admitted. 

The document referred to was marked “Exhibit V’’ and filed 
with the committee.) 

Mr. Austin. Their annual fees are based on a formula that is like 
this: For the first 100,000 customers that a private utility has belonging 
to this group, they pay 10 cents per customer. For the next 100,000, 
it is 8% cents; the next 2,000, 7 cents; and the next 2,000, 5%, and 
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everything over 6,000, they pay 4 cents per customer, with a maximum 
charge for any one company of $55,000 per year. 

On that basis there are charges made something like this for a fey 
of the companies that we have here. The Central Power & 

Co. of Texas pays $17,338 into that fund. Pacific Power & 
Co. of Oregon pays $13,859. The Dallas Power & Light Co. 
$16,394. Gulf States Utilities pays $20,421, and so on. 

Those are the fees that are paid into this particular central organ; 
zation, that handles a zood part of their radio, newspaper and a 
vision advertising, and this group charged the expenses, as did th 
other one, right back into the light bill. So the money that is spent 
for this is actually paid by the consumers of electricity rather than 
out of the profits. 

One other figure that I might read in there in the list of how much 
the companies pay, Pacific Gas & Electric Co. of California pays 
the maximum of $55,000. 

Some of the propaganda pieces that are put out by ECAP—th 
Archer show on radio, and TV, is one heard by literally millions of 
people every week. They have another television show that is 
called, You Are There. Of course, the commercials on those partic- 
ular programs are loaded with some of the most vicious anticoopera- 
tive dnd anti-Government-power propaganda that is to be found any 
place. You may have run across an ad that appeared recently, and 
[ had this in my scrapbook, and I can’t seem to get it out without 
tearing it, but let me read a little bit from it. 

You have probably seen this ad. It is entitled, “Do You Know 
the Difference.’’ It appeared in a great many publications through- 
out the country. This is one of their advertisements. 

The CuHarrMan. What paper and what date? 

Mr. Austin. This particular one came from the Saturday Evening 
Post of September 26, 1953. Some of the boys here in the room 
thought they could get another copy that they could get out. Mine 
tears when I pull it off the scrapbook page here. Let me describe it 
briefly for the record. ‘This is a picture of a fine looking young man 
and woman examining 2 light bulbs that are standing on the table 
top, and under 1 of the light bulbs is the caption, “Electricity From 
an Electric Company” and the other is “Electricity From the Federal 
Government.”” Underneath it says: 

Two kinds of electricity, do you know the difference? They seem very much 
alike. They do the same thing. They are produced in the same way. 

I am reading from the text of the ad. 

One is the electricity the Federal Government produces and distributes. The 
other is the electricity you get from vour business managed electric company 
There are big differences between them, differences that directly or indirect]; 
affect you and your family. Here is what they boil down to. 

Company electricity, they say: 

Its rates are strictly regulated by people chosen to represent you. It is avail- 
able to everyone in the company area without discrimination. It pays taxes, 
about 23 cents out of every dollar you pay for electric service. It plays a key 
role in America’s free-enterprise system. 

Then it says about Government electricity: 


Its rates are exempt from normal regulation. It goes first to certain favored 
groups. It pays little or no taxes. 
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And this one I love: 
a step toward a Government-power monopoly 

We have heard those words at the hearing before: 
ialism. 


That is the sort of thing that is bought with the money that the 
vate electric-power companies put into the ECAP group. 
\s to that particular ad, the editorial writers of the Denver Post 
ime quite incensed, and wrote a whole editorial, a lead editorial 
Sunday paper that followed that date which paper was dated 
September 27, 1953, and this editorial has been made already a part 
of the record. But it takes this ad particularly and answers it in a 
rv clear fashion. 
(he CuarrMan. Would you mind reading that editorial into the 


1? 
ora! 


Mr. Austin. Thank you very much. 
STRAIGHTEN RECORD ON PuBLIC POWER 


ere is room and demand in this country for both public and private power. 

We believe that farm, home, and factory will benefit from federally generated 

watts, as well as electricity from private investment, and we know that 

c power is vital to the West. It is not our wish to harass the taxpaying 

erprise, such as the commercial utility industry, but neither do we propose 

stand idly by while that business performs acts that amount to sabotage of 
publie interest. 

\fter two decades of harsh and often ruinous discriminatory treatment, the 

lustry seems to think that now with the Republicans in office is the time to 

Government all the way out of the power business. It had better think 
gain. A recent ruling by Secretary of the Interior McKay is designed to permit 
private power companies to buy a larger share of Government produced power 
han they have been able to get in the past. As the middleman, the distributor 

power the Government generates, the utility companies will be cut in for a 

rofit born of an investment of public money. That should make them happy. 
But they are not happy. They are asking for trouble and they are going to 
get it. In an advertisement appearing on page 163 of the current Saturday 
Kivening Post, paid for by ‘‘America’s electric power and light companies,’’ the 
private utility industry declares war on Federal Government power and that 
declaration must be of concern to all the people of the Western part of the United 
States. This region is on the threshold of an era of unprecedented agricultural 
and industrial development. To achieve farm developments billions must be 
nvested in irrigation and the orderly use of the water resources. Those billions 
cannot be obtained or if obtained cannot be repaid unless revenue producing 

ectric plants are incorporated in plans for the big dams, which will be needed. 
lhe generating plants, if provided, will not only help to pay for irrigation costs, 
but will also attract new industries to this part of the country, because industry 
has to go where power is available. If private power companies should be suc- 
cessful in their fight against public power, we will have neither the new agricultural 
projects nor the industries. 

This, then, is a war against the West. It is a war against Colorado, Utah, 
ind Wyoming, which are asking the Federal Government to develop the water 
resources of the upper Colorado River. It is a war against the other States, 
too. It is a war against Denver, which for continued growth will need water 
from the Blue River, which will be too expensive to finance, unless the power 
revenue features are included in the plan. 

In its declaration of war in the Saturday Evening Post, the electric companies 
utline what they conceive to be the benefits of private power as opposed to 
publie power. They say, for example, the rates of private companies are strictly 
regulated by people chosen to represent you, while Government power rates are 
exempt from normal regulation. The plain inference there is that Government 
power rates, because they are unregulated, are a gyp, and that consumer gets 
a better deal from the regulated private rates. Such an argument might trap 
the unwary or the ignorant, but it is decietful, because the constant complaint 
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of the private companies has been that Government power is too cheap, not 
that it is too expensive because of lack of regulation. It should be obvious, of 
course, that Government fixes the rates in both instances, and those who set 
Government power rates are chosen to represent you just as surely as those who 
set the rates for private utilities. According to the advertisement, another 
benefit of the company power is that it is available to everyone in the company 
area without discrimination, while Government power goes first to certain favored 
groups. That sounds great. But what it doesn’t say is that the companies 
always have the right to determine what its area of service shall be. For many 
years farmers in Colorado and elsewhere could not get the private companies 
to give them electricity. The companies said the farmers were outside their 
‘‘areas’”’ of service. So the farmers could have no electric lights or refrigerators 
or brooders or pumps or electric milking machines. When Government power 
became available in those areas, Congress decided that farmers should be among 
those who would have the first opportunity to benefit from the new source of 
electricity. If private companies had been more inclined to extend their service 
areas there would have been less reason for giving favored treatment to certai) 
groups when Government power was created. The power companies advertise- 
ment does not say anything about that. 

The advertisement says company electricity pays taxes, about 23 cents of ever 
dollar you pay for electric service, while Government electricity pays little or 
taxes. The Government being sovereign pays little or no taxes on any of 
properties, its post offices which compete with telegraph and express companies 
the national parks which compete with other tourist attractions, its office buildings 
which take business away from privately owned office buildings. Of course, the 
Government does not pay income taxes. Instead of paying income taxes out 
power revenues the Government uses power profits to pay for irrigation projects 
and sometimes for flood control and navigation projects which otherwise would 
be a direct charge against the taxpayers, including private power companies. 

A lot of hokum has been put out by the private power companies about the 
failure of the Government to pay taxes. It is a part of a long standing effort t 
discredit Government projects which are important to the general economy of thi 
country. Company electricity, the power companies say, plays a key role i 
America’s free enterprise system while Government electricity is a step toward a 
Government power monopoly and socialism. Sounds great, doesn’t it? But 
don’t be fooled. What is this key role the companies talk about? Actuail) 
private power companies have never been free, and can’t be because they must of 
necessity be monopolistic. That is why they have to be regulated, whereas 
grocery stores and toothbrush companies and most other forms of business ir 
which there is competition are regulated without Government interference by 
economic laws. Neither have many of the free enterprise power companies bee1 
very enterprising. This country has never had all the electric power it needs for a 
constantly advancing-standard of living. That is why Government power cam 
into being. For many years power companies preferred to sell small amounts 
of electricity at high prices, rather than sell lots of power at low prices. 

How about the bugaboo of socialism? A good case can be made for the claim 
that Government power in areas where it is available in large amounts has don 
more to promote free enterprise than private enterprise companies ever did 
Notably in the Tennessee Valley and the Pacific Northwest, the building of Gov 
ernment power plants has given birth to new industries by the hundreds, many 
of them large. Those areas are the hottest markets in the entire country fo1 
electric appliances. 

Is it socialistic when the country is short of power to provide the electricit, 
which will turn thousands of persons into customers for electric irons and deep 
freeze units? We think not. 

The final claim of the electric companies advertisement is that tax-paying 
business-managed electric companies can provide the electric power America 
needs. Isn’t it extravagant for the Federal Government to spend your tas 
money to provide it, the companies ask. Electric generation, both publie and 
private, has been increasing all the way across America for a great many years, 
but it has never caught up with the demand. More uses for electricity are being 
found constantly. No one can tell if there is a ceiling of any kind on the potentia 
demand. Before there was public power, the private companies never met thi 
demand. Large sections of the country are short of power now, although public 
and private power generators are running constantly. The private companies 
must have a very low estimate of the Nation’s needs if it believes we do not 
require for our homes and factories the power that is coming from these Govern- 
ment projects. If electric power were a drug on the market, there might be 
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conviction to the arguments that the Government should get out of the 
business, but as long as both private and public power is needed for domestic 
and a healthy economy, the private companies are not helping their 

our opinion by demanding that the Government plants shut down. 
\]] around the world the material well-being of people can be measured quite 
rately by the per capita consumption of electricity. The private companies 


declared war against the West, war against a legitimate function of Govern- 


t which is to provide power when private power is not sufficient and when the 


c interest is involved, 
This is the final short paragraph of this editorial: 


hey should win, it would be a national tragedy. 


The ad that prompted that editorial was an ad that was paid for 
y these power companies that do business together under the name 
the ECAP. 

(he CHArRMAN. Which is really paid for by the customers. 

Mir. Austin. It is paid for by the customers; you are quite right, 
senator 

Now let us talk a minute about one other one. It is called Public 

ormation Program, or PIP. It is supported by some 82 companies, 
nd a list of these companies which represents some of the largest in 

industry is on this paper which I would also like to enter as an 
WDIb. 
The CHarrMan. That will be entered. 

The document referred to was marked “Exhibit W” and filed with 
the committee.) 

Mir. Austin. PIP concentrates largely on the propaganda pieces 
hat can be given at the local level, and also has workshops for the 
private utility officials in areas nationwide to more or less talk about 
eneral conduct throughout the country. It states in its annual 

port that it has distributed posters, set up a speakers bureau, it 

veloped the “Production for Freedom’ program for 1953, helped 

ite stories that appeared in Collier’s, The Country Gentleman, and 
Pathfinder, published a number of booklets, called ‘‘Eleven Electric 
Fables’; another one, ‘“‘What Nationalization of Industry Means to 
You” 

They took a little side activity in surveying the membership of 
some 100 rural electric cooperatives to see how the membership liked 
the co-ops and the power companies. 

Their fees are based this way, again coming out of the consumer’s 
pocketbook. They charge $35 per month per million dollars of annual 
rross revenue for the first $5 million of gross revenue, and then $25 
per million for the next 5 million, and $10 per month per million dollars 
over that. 

The monthly minimum is $35, and the monthly maximum is $600. 

Some of the annual contributions for 1953 to PIP, I have just a few 
of them, Central Power & Light Co. of Texas paid $6,360. Public 
Service Co. of New Mexico paid $2,700. Washington Water Power 
Co. paid $4,440. The Montana Power Co. paid $6,120. 

Another organization that combines a lot of activities of private 
power companies, and particularly combines those activities of the 
power companies with a lot of other big companies in the country, is 
the NTEA, the National Tax Equality Association. The utilities in 
recent years particularly have contributed quite heavily to the NTEA. 
| am sure you are familiar with that organization, Senator, and you are 
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fully aware of the fact that its primary objective is to put the co- 
operatives out of business. Of course, they are aiming at cooperatives 
of every kind on the local retail level, not the big cooperatives par- 
ticularly that are owned by the merchandising units, but the retail 
or marketing co-ops that are down on the level of the fellow who farms 
and sells his produce through a grain cooperative, or something of that 
sort or buys his commodities through his own local cooperative. 

So there is no question but when the big private power companies 
become interested in N’TEA they are looking directly in the face of 
rural electric cooperatives. 

A number of the contributions that were made in 1952 to NTEA 
were made by the big power companies. Those who paid more than 
$500 in 1952 were the Connecticut Light & Power Co., Kentucky 
Utilities Co., Louisiana Power & Light Co., Detroit Edison Co. 
Consumers Power Co. of Michigan, Duquesne Light Co., Washington 
Water Power, Wisconsin Electric Power, Southwestern Gas & Electric, 
Public Service Electric & Gas, Carolina Power & Light Co., Cin- 
cinnati Gas & Electric Co., Columbus & Southern Ohio Electric Co.. 
Philadelphia Electric Co., Florida Power & Light Co., Duke Power 
Co., Texas Electric Co. Those were for 1952, and those organiza- 
tions paid $500 or more. 

In 1953 no records are available because the private power com- 
panies, feeling very conspicuous with this publicity have now chal- 
lenged the constitutionality of the lobbying law, and so for the year 
1953, they have refused to register under NTEA. So we have no 
records from the Clerk of the House of Representatives as to which 
of the power companies have paid more than $500 into NEA this 
year. 

We made a little tabulation particularly for our own interest in 
Colorado to find out about how much money was recorded for Colo- 
rado companies doing business out there. We find this, which of 
course is being paid by the Colorado electric consumers there. 

The Utah Power and Light Co. paid into NAEC from January 1 
to March 30, $3,640.60. They also paid for 1953 to date > ECAP, 
$15,351, and to the PIP they have paid so far this year $4,920 
That is the Utah Power & Light Co. 

[ mention them because they own completely the Western Colorado 
Power Co., which serves most of the western part of Colorado, and 
which incidentally is the sole power supplier for four of our large elec- 
tric cooperatives in Colorado. 

So we find the anomalous situation of all the consumers in the four 
larger cooperatives actually paying the bill for propaganda against 
their best interest. 

Colorado Central paid $4,095, and to PIP $840. The Public 
Service Co. of Colorado paid $4,895.73 to NAEC, and $5,400 to PIP. 

The Home Light & Power Co. paid to NAEC $28,615, and to 
PIP $420. 

There may be others, but those we were able to uncover rather 
quickly from the information that was available to us at the office 
of the Clerk of the House of Representatives. 

The Edison Electric Institute is another organization of the vari- 
ous power companies, and they hold meetings in which they talk 
about grand strategy and do quite a bit of research. Incidentally, 
I should say for the record that some of the activities of these various 
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nizations, some of them, not many of them, are of a general in- 

ational nature that actually contributes to the general overall 

vledge on the subject of electricity. But primarily all of these 
nizations are propaganda organizations that handle propaganda 
some form aimed against the REA program and against Govern- 
ent in power in general. 

KEI, at one of its recent meetings, Mr. Ashton B. Collins, who 

vns the trade-mark on Reddy Kilowatt, said: 

iit that we cannot take 20 years to undo what 20 years did to us. We had 
r try to do it in 4 years. 
(hat statement coming out of a meeting of one of these organiza- 
ns seems to us to point up completely the monopolistic interest of 
various electric utilities in their working together on these various 
nts. It is one of the reasons they hold those meetings. It is one 
the reasons they have those organizations, to try and win back the 
onopoly position they almost held at one time, if the ‘y didn’t quite 
old it, and seems to tie into the whole overall picture of what is 
ppening on the electric power scene today. The interest that all of 
hese groups have in doing away completely with Government power, 
doing away as nearly as possible with the rural electric coopera- 
ves in weakening us in every way, throwing as many stones as can be 
thrown in our path, that we might be weakened and eventually they 
ight take us over. 

In many cases ney of course make no bones about the fact that they 

xpect to take us over for very little on the dollar of investment, 
that they don’t on the full value or price which has gone into the 
building of these rural electric cooperatives. 

With these organizations they follow the same advertising line 
throughout the country. They follow the same public relations line. 
(hey of course very carefully follow the same attack, that is, form of 
attack on Federal power. 

It was out of one of these organizations, at the moment it has 
slipped through my fingers in my notes here just which one, came the 
study a few years back that the public in general in America was very 
pround of TVA and therefore they could not attack TVA. But that 
the public in general was very worried about socialism, and so out 
of that study which came from one of these organizations of theirs 
came the concerted attack that has shown up on every front through- 
out the country of the power companies, and that was attack this 
whole business as socialism, because people fear socialism. 

So out of that have come the words, such as ‘‘creeping socialism,”’ 
which has been applied by so many prominent people recently to the 
TVA area. In other words, don’t consider it on its merits, don’t 
consider what it has done, but just keep calling a name. 

That line has been followed by every private power company from 
one end of the country to the other. The reason they have all done 
it and the reason for the concerted attack has been because of their 
organizations, such as these. 

Referring to the socialism and referring back to this ad we talked 
about a moment ago from the Saturday Evening Post, their clincher 
in italics here is that Government electricity is a step toward Gov- 
ernment power monopoly, and in italics, “and socialism.”’ 

These organizations as a whole have come to form a brainwashing 
group of public relations and public information and public misin- 
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formation organizations that are trying to reverse the yardstick that 
has been held up so long in this country during the last 20 or 30 years 
by saying here * Bonneville power, and here is TVA power and here 
are these other Government dams that give a yardstick as to how 
much reasonable cost of power should be. So these organizations are 
all of them collectively and definitely with a central control and 
central coordination busily engaged in the brainwashing of the Ameri- 
can people to reverse that yardstick, so that now we have instead of 
a yardstick of TVA, as being a valuable yardstick of saying, “No, 
that is wrong,” the yardstick is what the private power company has 
charged, and therefore all Government power charges should be 
brought up to the private power yardstick, a complete reverse yard- 
stick theory as far as cost of electrical power is conc erned. 

The CuarrMan. How does this apply to this criteria? 

Mr. Austin. May I put this exhibit in, and then answer your 
que stion from this exhibit? 

The CHarrMan. Very well. 

Mr. Austin. We have here some comparisons—I would like to put 
one in the record and here are as many other copies as you would like. 

The CHarRMANn. We will receive that. 

(The document referred to was marked “Exbibit X”’ and filed with 
the committee.) 

Mr. Austin. The exhibit we have here is not an exhibit of the 
criteria, but the exhibit is some excerpts from a speech Mr. Aandahl 
made in Fargo, N. Dak., which has already been made a part of the 
record here, and excerpts from various propaganda pieces put out 
largely by these groups that I have just been talking about. In other 
words, even though there may be some discussion as to what the 
words meant, and I am referring there to the discussion that was had 
particularly on monopoly, Mr. Aandahl indicating that some of the 
statements that he made did not mean what Mr. Hanlon thought 
they meant. I think we can only take the words to mean what most 
people think the words meant. So we have compared the words in 
that speech with words that are being put out in private power 
propaganda. So when you ask how the criteria and policy fit into 
this propaganda pattern, we believe that is one of the best answers to 
that. We think it fits rather well. We regretfully feel that way 
about it. 

The power company propaganda piece entitled ‘Multi-purpose 
Dams and Their Relations to the Electric Industry,” by Edwin 
Vennard and Robb M. Winsborough, was published by the Middle 
West Service Co., and in it, it said this and which we understand was 
distributed through some of these organizations that we have just 
been talking about. 

The electric companies are opposed to tax-free subsidized electric power. 

Under nationwide public power, real costs would show up either in the form of 

higher rates or higher taxes for you and all other customers, 

Federal projects consistently show losses, operating at low local rates which are 
made up twice over by taxpayers in general. 

It is time that we get away from the idea of giving power away at the taxpayers’ 
expense for the purpose of stimulating local public power and later its absorption 
by the Federal Government in an objective headed toward ultimate complete 
Federal Government monopoly of power. 


This monopoly of power is a phrase used a great deal of the time 
in the advertising, such as the advertisement I mentioned awhile ago 


o) 
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h states this concerning Government electricity: “It is a step 
ward Government power monopoly—and socialism.” 

The second similarity we have drawn here: 

where draw the line between things Government should and should not do? 
believe that a proper function of Government is to help people do those 
that need doing— and that they cannot do for themselves. If demoncracy 
endure, however, Government must encourage people to do for themselves 
things they can and are willing to do. We believe that when Government 
on doing jobs that people themselves can do, it is a sign bureaucracy is 
g its own interests first, not the people’s. 

\ir. AANDAHL. Don’t you think that is a pretty good statement? 

\ir. Austin. I am not questioning the statement, Mr. Secretary. 
| am putting them down and showing the similarity of the statements 

ppearing in the propaganda directed against public power and rural 

trics. 

\ir. AANDAHL. I would be interested in knowing what your personal 
thinking is about that statement. 

\Mr. Austin. There are a number of these statements that I think 

could subscribe to. I think it becomes a matter of interpretation 
is to the point at which the Government should not do things and 
where it should do things. Certainly the statement is all right as it 
s. It is the matter of interpretation. But our interest in the thing 
s the similarity of the statements that come from the Department of 
the Interior and the statements that are being used in the propaganda 

es against us. 

Ir. AANDAHL. Should there be any objection to similarity of state- 
ments if they interpret sound, fundamental principle? 

Mr. Austin. No; I don’t think there should be. But I think the 
similarity can be shown, and when the similarities pile up one on top 
of another, I think it is interesting. 

Mr. ANANDAHL. I have no objection to the similarity being shown. 
The only thing I want to do is to emphasize that those statements 

xpress sound, fundamental principles. 

Mr. Austin. For example 

The CHarrMAN. I might say, Mr. Secretary, you may ask a question 
any time you want to. 

Mr. Aanpanu. Thank you. 

Mr. AustIN (reading): 

For example, construction of economically sound multiple-purpose dams to 
promote flood control and reclamation and improve navigation is a proper Gov- 
ernment function. But even so, the Government should encourage the people 

‘arry on whatever of these or related activities they can. 

If you believe, as we do, that Government—in cooperation with industry—can 
cut the Federal budget and lighten the taxload, you should make your beliefs 
known to the Congress. 


In the Secretary’s statement in the speech above referred to is: 


[t is the declared purpose to build multipurpose dams that are beyond the 
capacity of local resources and install in them a maximum of hydroelectric power, 
thus conserving and wisely using a great natural resource—running water—that 
would otherwise be wasted from year to year. Federal responsibility, however, 
is limited to that amount of power, and people locally are advised in advance that 
they should pick up the responsibility of supplying their own additional needs. 
Other than in the multipurpose dams, the generation, transmission, and sale of 
electrical energy lends itself most advantageously to local enterprise. Every 
effort should be made to encourage local people to respond to that opportunity. 
The clear-cut statements in the new power policy go a long way in assuring local 
people that under the present administration the Federal Government is not 
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going to attempt to create a Federal power monopoly. Local responsibility gives 
both economic strength and political stability to our Nation. 

The Federal Government will build transmission lines necessary to interconnect 
its major hydroelectric plants in each area that constitutes a logical power-market- 
ing area thereby building up a maximum of firm power for sale. It will also build 

me transmission lines, where necessary, to reach load centers. The transmissi 
f power, however, insofar as possible should be left as a local responsibility 


No. 3 that we have here is the propaganda piece from ABC’s of 
the Public Power Problem published by the Detroit Edison Co. 


\ preference clause is a provision written into acts that authorize Feder 
r projects Such provisions give public-power agencies—public 
, Rural Electrification Administration co-ops, municipalities, ete., priorit 
n the purchase of Federal power. This is paid for in taxes by all other electri 
tustomers. In other words, part of the money you pay for your electricity goes 
» cut the bills of the preferred customers. These clauses have been called tl 
rt of the Government-ownership movement 


il 


ut)l 
+ 


Mr. Aandahl’s statement is: 


mative statements in the present power policy and also | 


omission of provisions that were in the previous power volicy, it is apparent that 
it will be the Federal Government’s pur 


‘pose to dispose of Federal power in com 
a initie lI such 


a way that it will not disturb established retail systems \t 
the local level people should determine for themselves whether they want public 
power or want to have their power needs supplied by private enterprise lhe 
lederal Government should not attempt to influence these decisions. Insofa 
as Federal power is offered for sale at prices lower than power can be produc: 

‘ally and this power is made available first to preference customers, it of itself 
ates a desire among local people to become preference customers * * *. 


Mr. AanpAuu. Mr. Chairman, at that point may I add that in the 
opening sentences of that quotation I refer to omissions and the 
omission that I have reference to is the statement in former Secretary 
of the Interior Ickes’ power policy statement that was read yesterday 
in which Secretary Ickes declares the purpose of the Department of 
the Interior is to promote and stimulate public power at the local 
level and thereby disturb the established distributing agencies that 
have been either built by or accepted by the people of the local area. 

The CHarrMan. Very well. 


Mr. Austin. No. 4: 


The record shows that 45 complete investor-owned companies have been taken 
over by public agencies, and a substantial portion of the property of 20 others 
has been taken over 

Fair treatment by the Government, an end to preference in marketing Federal 
power, preferences which penalize private companies and 80 percent of the peopl 
enactment of laws to improve, rather than hamper, the usefulness of the investor- 
owned companies to the public. 


The statement of Secretary Aandahl is: 


The availability of remaining power to nonpreference customers, together with 
prospective-reduced differential in the price of Federal and locally produced power, 
should materially reduce the unfortunate pressure on local communities to ¢ 
tablish local public-power entities just to make Federal hydropower availabl 
to themselves. 


No. 5, the quote from the private power piece: 


The well-advertised cheapness of public-power rates is a myth from a national 
standpoint. The taxpayer at large is called upon to shoulder the taxes that public- 
power agencies escape paying, as well as to provide cheap or free capital to them. 


Mr. Secretary’s statement: 


As a word of warning, I would like to forecast that, except in high fuel-cost 
areas, 5 years hence the spread in price between federally produced power and 
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produced power, either from steam plants or otherwise, will be much less 
at the present time, 


suld object to the Government’s building the dams actually needed for 
irposes as flood control, reclamation, and navigation. When such dams 
t, power can be economically generated at some of these dams, preferably 
ite-enterprise facilities. America can use an expanding supply of power. 


‘hat is from Turn on the Light or Let’s Take a Look at People, Pow- 
nd Government, put out by the NAEC. 


nly real threat of “monopoly” in the power field comes from Government 
hip itself. That could lead to Government control of all industry. 


Secretary’s statement is: 


he declared purpose to build multipurpose dams that are beyond the 

of local resources and install in them a maximum of hydroelectric power, 
nserving and wisely using a great natural resource—running water—that 
otherwise be wasted from year to year. Federal responsibility, however, is 
| to that amount of power, and people locally are advised in advance that 
ould pick up the responsibility of supplying their own additional needs. 


[ think that particular statement is very interesting indeed, that 
ally the Department of the Interior had in mind reserving blocks 
the sale that is going to be made in 20-year contracts, reserving 
hort-term contracts to private companies so that it would be 


ailable at a later time for the preference customers. This statement 
] 
l 


iid not so indicate to me as I read it. 
Going back to the quotation: 
r than in the multipurpose dams, the generation, transmission, and sale of 
rical energy lends itself most advantageously to local enterprise. Every 
should be made to encourage local people to respond to that opportunity. 
learcut statements in the new power policy go a long way in assuring local 
that under the present administration the Federal Government is not going 
ittempt to create a Federal power monopoly. Local responsibility gives both 
ymic strength and political stability to our Nation. 
In this connection, Mr. Chairman, and speaking of the local respon- 
sibility and the fact that the statement reads 
than in multipurpose dams, the generation, transmission and sale of elec- 
il energy lends itself most advantageously to local enterprise. Every effort 
ld be made to encourage local people to respond to that opportunity. The 
ircut statements in the new power policy go a long way in assuring local 
le that under the present administration the Federal Government is not 
ng to attempt to create a Federal power monopoly Local responsibility 
s both economic strength and political stability to our Nation. 


In that connection I wish to refer back to testimony that was given. 
[ am not certain of the exact manner in which it was stated, but I 
believe it was something to the effect that under the interpretation of 
“loeal’”’ the Idaho Power Co. would be considered local, or at least 
would not be considered ‘‘un-local’’. From the records of the Federal 
Power Commission there is this listing of the stock that is held by the 
10 largest stockholders. I would like to read the names of them. 

The Cuarrman. The Idaho Power Co? 

Mr. Austin. Yes, sir, thinking of them as a local organization for 
Idaho, under the statement that was just read from Secretary Aan- 
dahl’s speech. 

Steere & Co., of Philadelphia, Pa., is the largest stockholder, owning 
46,542 votes out of a total of 2,025,000. They hold common shares 
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of 32,232 out of a total of 1,125,000, and in ‘preferred they own 
14,310 out of a total of 900,000. 

The 10 largest stockholders, without giving that detailed informa- 
tion on each one of them, in addition to Steere & Co. of Philadelphia, 
there is the Aetna Life Insurance Co. of Hartford, Conn.; Baer Stearns 
& Co. of New York; Catton & Co. of Boston; Eastman Dillon & (Co. 
of New York; Hallgarten & Co. of New York; John Hancock Mutual 
Life Insurance Co. of Boston; Northwestern Mutual Life Insurance 
Co. of Chicago; New England Mutual Life Insurance Co. of Boston: 
Alen & Co. of Chicago. 

Those are the 10 largest stockholders of the Idaho Power Co. 

Obviously they are not women and orphans that are holding the 
stock of the private power companies. 

I was trying to recall an interesting fact that I believe that I am 
right about, and that is that the annual meeting of this local company, 
the Idaho Power Co., is held in Maine each year. One of those little 
coincidences that can happen, and I am not saying it is any more 
than a coincidence, because I know nothing more than that, but 
their annual meeting was held in Maine, and to that meeting came 
the very news at that time that the Department of the Interior was 
withdrawing from any objection to the Idaho Power Co. receiving 
the right to build the Hells Canyon Dam out in Idaho. 

The timing of the announcement just in time for their meeting, 
and the local interests in Augusta, Maine, was an interesting matter 
of coincidence, of course. 

Going back to finish this comparison, there is one other we have 
here, No. 7. This is one of the NAEC publications, the same one I 
just quoted from, Turn on the Light, or Let Us Take a Look at People, 
Power, and Government. The statement there is: 

Time and again—before congressional committees and elsewhere—the electric 
companies have tried to make these things clear: 

hey stand ready, willing, and able to meet the power needs of the Natio: 
on an ever-expanding basis. 


2. They believe that, in a democracy, the government should not do for the 


people things the people are able to do for themselves—either as individuals or 
through their business organizations. 

This is Mr. Secretary’s statement: 

One great weakness in the present day trend is to concentrate power and 
responsibility in our National Government. The economic strength of our 
Nation, however, depends primarily on the initiative and determination of local 
people. In the field of supplying the electrical power needs there is a fine oppor- 
tunity for local initiative. In the power-policy statement and the marketing 
criteria that goes with it for the Missouri Basin, we have defined the limits of 
Federal responsibility and have asked the local people to supply the remaining 
needs. 

Mr. Aanpaut. At this point, Mr. Chairman, I would like to pre- 
sent for the record a copy of a talk that I made at the annual meeting 
of the Chamber of Commerce of the United States in Washington. 
That conference was on the 27th, 28th, and 29th. I am not sure 
which of those days I appeared, but it was at the luncheon meeting 
on one of those days. You might be interested to know that I went 
to this meeting without a manuscript and without notes, and the 
copy I have here is a copy that was made by the secretary at the 
meeting and was submitted to me later. It expresses some of my 
fundamental thinking on this same question that has been analyzed 
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by Mr. Austin, and also points up a spot or two where I differ 
the interests of the power companies at the present time. I 
d like to have it in the record. 

CHAIRMAN. It might be well, Mr. Secretary, in view of the 
rter being here, if you read it into the record right now. 

AANDAHL. I don’t believe that will be necessary. If the 
ters wish to have it, I have several other copies. 

CHAIRMAN. I would like to give them to them, because in 
ss to the Secretary, it should be presented. I think I will have 
ounsel read it out loud. 


\f 


(r, SmirHeEy (reading): 


EFFECT ON MULTIPLE-PURPOSE PROJECTS 
By Fred G. Aandahl, Assistant Secretary of the Interior 


Chairman, distinguished guests, and members and friends of the United 
Chamber of Commerce. It is indeed a privilege to have this opportunity 
hanging ideas with the people who are assembled here at this luncheon 
on 
I noted that Congressman Coudert and I were to appear on the same 
n with a program topic that indicated some difference of opinion, it was a 
lifficult for me to reconcile where those differences might be, because during 
1d Congress, Congressman Coudert and I were there as members of the same 
I presume that our votes on measures were the same in 90 percent of 
calls or more, and similarly alike on divisions of the House, tellers’ divisions, 
ir basie philosophy is substantially the same. 
| appear here today, I feel that I am among friends in basic philosophy. 
feel that the free enterprise system is the foundation on which American 
ness rests. The new administration, in coming into office, has inherited 
the things that have developed and been retained in Government up to the 
nt time. We cannot approach the problems in the light of what we might 
‘ were going to make a new start. We must approach those problems with 
tarting point of conditions as we find them, and hope that our influence 

g the period in which we might have official responsibility will work in the 
ction of changing unfortunate trends that have been in process in the past 
1 establishing new trends that will lead in the right direction as we see it and 
erstand it. 

hen I started to study more in detail than I ever had before the functions of 

fice that I now hold, I found that we had inherited a Federal power structure 

vas conceived with the ultimate objective in mind of a completely federalized 
ical generating system that was fully monopolistic as far as the Federal 
ernment is concerned. And as a result of that system, we find that the 
neville Power Administration, the Bureau of Reclamation, the Southeastern 
ver Administration and the Southwestern Power Administration has reached 
beyond the bounds of propriety, as we measure it in the light of the objectives 
he present administration. 
As I look at the wording of this program, I feel that the subjects assigned some- 
at beg the question. First, Recovering Your Investment in Federal Hydro 
wer. I do not fee! that the recovering of the investment is at all at stake. Of 
of the features of the multipurpose dams, there is none that offers the potential 
epayment that hydroelectric power does. 
In the next subject, Effect on Multiple Purpose Projects, is not a matter of basic 
lysis, because whether the power that comes out of these multipurpose proj- 
ts is owned and distributed and marketed by a Federal socialistic system, or is 
irned over to private enterprise to handle, makes little difference on the total 
repayment that might be available to the Federal Government. And, so, we 
in go forward with our multipurpose projects, irrespective of the method of dis- 
tributing and marketing the hydroelectric energy that is produced in the multi- 
urpose projects. 

To go back to the statement that I made a moment ago, in which I assumed 
that the Federal electric power program has reached out beyond the bounds of 
propriety, and give more specific indication of what I had in mind in making that 
tatement. In order to do that, it will become necessary to define the respon- 
ibility of the Federal Government in the production of electrical energy. And 
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Federal Government has a ck 
amount of energy that dan be 
rivers, most of our rivers, have flowed wastefy] 

he season, and destructively in flood season For 
placing in maximum beneficial use that natural resource, 
irnessed In most of the large river systems, the ma 

i when you put together flood control and na 

power, and benefits the fish and wild lif 

ltitude of benefits which are going 


hich are going to be used so far 

; ectly taxing or char 

does not lend itself to pr 
great river systems and ma 


it must come in the form 


cause of the inability to e 
v of States and local go 

olved. And when those 
reservoirs behind the 

t o the maxi 


resource ft 
so used without ta 


our opjyecti\ bli a 


tive purposes, and by consumptive purpé 
unicipal water, and other uses that fall it 


Feder: Government, 
j 
i 


period of years, has estal 


preference clause, which pla 


Jasically and fundamentally 
In application, there have be 
preference clause, insofar as it 
ol hat distribute power at reta 
. I think » can say there is siza 
of Feder wer, the preference claus 
ictically force local communities to establis! 


Ke advantage F the low-cost hy iroelectric 


tuld be dropped into the communities and dis- 

ils in the community at the time that t 

preference is rs there, they should be 

he power. The | be sold this power ¢ 
The remaining power should be made available 

to other customers in the area. 

preference clause, there is another thing that 
cement, and that is the extension of trans- 

r th intry f the purpose of picking out preference custome: 
nd the reasonable distributing distance from the source of power 

those things that can be modified administratively. 

hat concept of a Federal power wholesale monopoly, 
ever increasing local public power wl ich can late r 
federalized wholesale power system, if we break awa) 
1 the organization has been administered for a number 
can correct a good nuiny of the evil effects that the 


ght on our communities during the past year. 


made that the Federal Government dispose of its 

and its present distribution system to private enterprise. 

few project exceptions, but in the most part it would be a policy 

that type of program. It would be a policy error for several 

dealing with people, intelligent, well enlightened American 

people, who are actively interested in, and who are active participants in Americal 
Government. There is a sizable element who feel that when the Government 
produces low-cost hydroelectric power, that power should be made available to 
the people, and I think, we are all agreed in that premise. And no matter what the 
facts might be about efficiency in distribution, and about American standards of 
private enterprise, if this administration, or any other administration, should 
turn that federally produced power over to big business, there would be an adverse 
reaction among the people. In order that our people may retain confidence in 
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nt, we should not do it In order that our people may retain confidence 
nterprise, we should not do it, because the public will be just as critical 
siness that is trying to gobble up this phase of government activity as it 
critical of a government that is willing to turn it over 
» I feel that our procedure should be both congressionally and adminis- 
from the executive branch, one of recognizing the legitimate limits of 
publie power, which I define as the power that can be generated in multi- 
dams, and then distributing that power in the best possible way, so that 
p into the communities with the least possible disturbance, first available 
preference customers, and then available to the other customers that are 
ing power in the area. 
e few minutes, I have tried to touch on a few of the sizable problems that 
iated with the Division of Water and Power in the Department of 
I have tried to indicate what my beginning thinking is, as I move 
field of responsibility I know it is a task in which we need the coopera- 
private enterprise We need the cooperation of big business It is also 
hich we need the cooperation and the understanding of local public 
nits 
nk that if we can preface our procedures with a sizable explanation that 
he rank and file of the people, we are going to be successful in the objec- 
at have been outl wl 
field of electrical energy and its distribution, there is ample room for 
of public power that T have indicated as justifiable, and there is also 
room for the growth and the expansion and the continuing prosperity of 
rprise We must find the way of making those forces work together 
basic American economic con pts. We must recognize free enterprise as 
ation upon which human rights, privileges are dependent. Our system 
ernment cannot live under any economic system other than free enterprise. 
‘task to conduct ourselves in such a way that there is not open conflict 
fferences of opinion that we recognize prevail. We must conduct our- 
h a way that we have cooperation and understanding of purpose, and 


ve can be successful in preserving the American way. 


The CuarrmMan. Do you wish to make a further statement, Mr. 
Secretary? 

\Ir. AAanpAnL. Not unless there are some questions. 

lhe CuatrMan. You may proceed, Mr. Austin. 

\{ir. Austin. I think this speech would be subject to quite the 
comparison as the speech we just analyzed. It is the first time 
have seen this, and it is a matter of record and it can be taken care 
at a later time. 

Mr. Aanpanu. Mr. Chairman, I would like to ask Mr. Austin if 
he purpose of the comparison which you gave here is to indicate 
that the Department of Interior is specifically attempting to carry 

‘torch for private utilities? 
hm Mr. Ausrrn. No, sir, I can answer that freely. No, I don’t think 
that is the direct purpose. I don’t mean to imply in the slightest that 
there is any collusion. However, I do think that the coincidences 

and by themselves to indicate that there are coincidences and the 

mber of them of course piles up to indicate a similarity of thinking. 

Mr. AanpAnL. Mr. Chairman, I think probably one of the most 
critical editorials on the new power policy of the Department of 
Interior that was issued on August 20 came from the Wall Street 
Journal, and I would like to insert that editorial in the record at this 
time. 

The CuarrnMan. We read that editorial, and we will read this one. 

Mr. AanpAunu. I do not have the editorial here. I will have to 
submit that later. 

The CuarrMan. Whenever you submit it, it will be read into the 
record, Mr. Secretary. 

(The information is as follows:) 
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m New York Wall Street Journal, August 20, 1953 
Dim Lieu on Power Po.icy 


With the express approval of President Eisenhower the Department of the 
Interior has issued a document which describes itself as ‘a summary of 
guiding principles which the Department of the Interior will hereafter follow 
planning and operating facilities for the generation and transmission and market 
ing of electric energy.” 

The document has one merit. It seems to say that this administration ha: 
turned its back on the Truman policy which aimed at making the generatio1 
electric power a Federal monopoly, centrally directed from Washington. 

However, when it comes to tell how the Truman policy is to be changed, thy 
document becomes obscure and parts of it are expressed in loose generalizations 
which must evoke the admiration of devoted New Dealers. It affords only a 
few faint clues to the extent to which or the direction in which the Eisenhower 
power policy is to depart from that of the arch-advocate of Federal electric power 
Harry 8S. Truman. For example, this: 

“It is recognized that the primary responsibility for supplying power needs of 
an area rests with the people locally. The responsibility of the Department of 
the Interior is to give leadership and assistance in the conservation and wise 
utilization of natural resources.” 

Leadership toward what destination? Assistance of what sort and of what 
proportions? Wise utilization of natural resources means just what in the minds 
of President Eisenhower and Interior Secretary Douglas McKay? They 
not yet said. 

Enumerating the primary responsibilities of the Interior Department (reclama- 
tion and development of natural resources) the statement says: ‘‘These responsi- 
bilities include the disposal of surplus electric energy which can be economically 
produced in the course of the development of these resources.’’ The italics are 
ours, but they should not have had to be supplied if the word reflects the under- 
lving intent of the administration 

Every great Federal power project, beginning with TVA, has been begun with 
this plea that it was concerned with power only as a surplus. And in each case it 
has rapidly developed that generation of power and not the other declared pur- 
poses were the real motive for these developments. TVA itself, far from being 
concerned with power only as a surplus, is now expanding its capacity more 
rapidly through the construction of coal-fired steam plants than through additional 
hydroelectric installations. 

Two introductory paragraphs of Interior’s statement refer to various acts of 
Congress dealing with electric power and describe them as having established 
“some basic policies.” But what Congress has done it can undo. Furthermore, 
this statement itself notes the fact that the Interior Department has heretoforé 
laid down policies supplementary to acts of Congress. It then proceeds to say 
that the present statement of power policy supersedes all power policies the De- 
partment has heretofore proclaimed. 

The disclaimer of any intention on the administration’s part to develop a 
Federal monopoly in the electric power field is good as far as it goes and greatly 
needed in view of what has been going on these past two decades, but the Interior's 
statement still falls short of an understandable declaration of governmental 
policy 


have 


The CHarrMAN. You may proceed. 

Mr. Austin. The other day mention was made, and the question 
was raised 

Mr. Day. Mr. Chairman, would there be an objection if I inter- 
rupted just a moment to ask a question? 

Mr. Austin. Not at all. 

Mr. Day. In this speech of yours that was made to the chamber of 
commerce, Mr. Secretary, and which was just read, one statement 
indicates—I just don’t see it at the moment, but as I heard it read, it 
indicated you favored and thought there was ample justification for 
the preference idea. Is that correct? 

Mr. Aanpaunu. That is correct. 

Mr. Day. And yesterday you testified, if I recall, whenever a short- 
term contract terminated or any contract terminated, and thereby 
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— block of power covered by that contract available, that 
t point preference customers should be recognized again? 

\ANDAHL. That is correct. 

Day. And that would happen forever, would it not? 

AANDAHL. If we continued on the basis of short-term contracts. 

Day. Yes, or if you did not, at the termination of a long-term 
tract, that preference would again be recognized, as I unde rstand 

your thinking. 

Mir. AANDAHL. It is my thinking that after 20-year contracts have 

entered into, they really establish a marketing pattern, and it 

wuld be my opinion that at the expiration of the 20- -year period they 
should be renewed if that customer desired to have them renewed. It 
s the interim contract that does not give any continuing commitment 

a community that will throw the power available for varied distri- 
ition at the end of the short-term contract. 

\fr. Day. That is what I was reaching for yesterday. I wanted to 
now your thinking on just where preference should terminate 

use I understood you to say that preference in perpetuity was 

‘t to be desired on the one hand. 

\Mir. AANpAuL. That is correct. 

a Day. And on the other hand, I heard you say some things 

t | thought were inconsistent with that, and one was that whenever 
a ia ract terminated, preference customers would again be considered. 

Mr. AanpAunL. I am thinking of that only with respect to the 
short-term contracts. 

Mr. Day. So I see the difference now. In other words, there is a 
int at which you feel there should no longer be preference recog- 

ized, and that point is at the termination of “these 20- -year contracts. 

Mr. AaNpant. That would be a direct interpretation. Where 
we have entered into 20-year contracts, I think we have given 
permanency to that pattern of distribution and from there on I 
don’t think it should be interrupted. 

Mr. Day. I think we are finally getting this cleared up. In 
other words, you feel that preference should be recognized on short- 
term contracts, but when you see fit to enter into a long-term con- 
tract with nonpreference customers you are then of the opinion 
that that customer should be able at the termination of that long- 
term contract to renew it without regard to any consideration being 
given to what has been preference customers. 

Mr. Aanpauu, I would like to word the idea just a little differently. 

Mr. Day. I have no objection, but have I got your idea now? 

Mr. Aanpant. I think you have it substantially correct. I would 
like to word it a little differently. Preference should be fully recog- 
nized at the time of the original sale of a block of power. If at that 
time of original sale of a block of power the preference customers are 
not in position to contract and use all of it, but we have information 
that indicates that they are going to need it in a reasonably near 
future, the remaining power that might be needed for that reasonably 
near future purpose should be sold on a short-term contract to a 
nonpreference customer so that when needed it will be available to 
the preference customers. But if we do not find preference needs 
within those categories, then we should enter into long-term con- 
tracts with nonpreference customers, and when we have entered into 
such a long-term contract, a 20-year contract with a nonpreference 
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customer, at the end of 20 years, if that nonpreference custom; 
wants to renew it, he should have the privilege of doing it. 

Mr. Tupor. Mr. Chairman, may I cite an example, which T think 
would be helpful? We have a number of contracts which we inherited 
negotiated in the past few years particularly in the Northwest, wit! 
the aluminum companies. If at the end of 20 years that power was 
denied them, at the end of that contract which the preceding admin- 
istration negotiated, it would do serious harm to the economy of 
country, and we would have to look very seriously if we denied then 
renewal of that kind of contract. That is the sort of thing you ru 
into in these situations. We have a lot of contracts that were mac 
with nonpreference customers that when they expire in future years 
we will have to watch them pretty close. I just wanted to cite that 

xample 

Mr. Day. Mr. Chairman, that clears up for me some confusion ] 
have had here for 2 or 3 days as to just what you meant in some of 
these speeches by saying you were in favor of preference, and then j 
some places saying that you were opposed to preferences in per 
petuity, or some other statement. In other words, if I understan 
you correctly now, the situation in your mind is this: When a bloc! 
of power becomes available, preference customers will be recognized 
that are able to use that power immediately, and if there is some stil] 
available that preference customers cannot immediately use, you i: 
your best judgment will try to determine whether some of these 
preference customers will be able to use some of that power within a 
reasonably short time. I take that to mean 3 to 5 years. I believ: 
that is what you have indicated. That would be the next thing you 
would think about. 

Mr. AAnpauu., I have said that we would think of a ere 
contract of 3 to 5 years, and at the end of that 3- to 5-year period 
probably half of the power that is thus held in reserve would 4 take 
by preference customers, and we may continue to put the other half 
under short-term contract for another 5-vear period. That is each 
time a short-term contract ends, we have the full privilege of complete 
analysis at that poimt. 

Mr. Day. I see. 

Mr. Aanpaut. That may mean we would have a block of powe! 
there that would continue for a good many years being held availabl 
for preference ae rs. 

Mr. Day. But if at the time the block became available you deter- 
mined that the od ference customers would not within the next 15 
years or so be able to use a certain portion of it, then you would fee! 
at liberty to enter into a 20-year contract for that portion with a 
nonpreference customer? 

Mr. Aanpauv. I think in general that statement would not be 
too far off. 

Mr. Day. And having done so, at the end of that period that you 
had entered into a long-term contract with the nonpreference cus- 
tomer that nonpreference customer would be entitled to a renewal of 
his peniseat? 

Mr. Aanpant. That would be my thinking. 

Mr. Day. If there were preference customers standing around 
that time who said, ‘‘We would like to use it, we are prepared to use 
it,’”’ you would say to them, ‘‘We are sorry, that has been allocated to 
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preference customer. He has had it for a period of years, and 
| he is entitled to a renewal if he wants it’’? 

AANDAHL. That is substantially correct. 

Day. That theory and policy is contrary, is it not, to the policy 
heory on which the REA has been developed? 

AANDAHL. No, I don’t think so. 

Day. May I be so presumptuous as to inquire of Mr. Tudor a 

ion? 
» CHAIRMAN. Yes. 

Day. Mr. Tudor, you are the Under Secretary, and I believe 

» been here all the time during this hearing that Mr. Aandahl 
stified? 

Tupor. That is right. 

Day. Has he in his testimony expressed the views of the 
tment? 
Tupor. I answered that question yesterday voluntarily in the 
live. 

Day. He has? 
Tupor. Yes. 
Day. Now, insofar as this testimony under oath here by Mr 
ahl and Mr. McPhail may be regarded by some as inconsistent 
lh some portions of the criteria and the power policy, would the 
Department recognize their testimony here as bemg an official inter- 
ation of the power policy and the criteria? 

\ir. Tupor. We would accept that, ves, that is the Department’s 
‘pretation, and I disagree with the thought that what Secretary 
dahl and Mr. McPhail have said is inconsistent with the power 
olicy and criteria. 

\ir. Day. But if there is any inconsistency, you will accept their 
xplanation of it here? 

Mr. Tupor. I don’t think there has been any inconsistency. 

Mr. Day. Isee. If there is, would you regard their statement here 
sa modification of the criteria or the power policy? 

\ir. Tupor. I am going to answer that the same way. I don't 
onsider that there has been any inconsistency and I have heard it all. 
You may interpret it another way, but that is my interpretation of it 

Mr. Day. So as of this moment, in your opinion, the published 
criteria and the public-power policy recently announced still stands 
unamended? 

Mr. Tupor. That is correct. 

Mr. Day. Just one more question. Under the criteria and publie- 
power policy as announced and presently published if you or your 
superior determines to enter into or authorize or ee the entering 
into of a contract with a nonpreference customer on a 20-year basis 
immediately after January 1, that could be done under this criteria. 

Mr. Tupor. That could be done, yes. But Secretary Aandahl 
has told you as far as Missouri Basin is concerned that we do not 
anticipate doing that for some little time until we have had an oppor- 
tunity to analyze the situation in that area. 

Mr. Day. You are aware, of course, that legally if it were done, the 
United States Supreme Court would defend the contract and Congress 
could not do anything about it? 

Mr. Tupor. Please understand that we would not enter into such 
a contract until the preference customers have been taken care of. 
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that is now established? 
Mr. Tupor. That is correct. 
Mr. Day. Thank you. 
Chairman, before we proceed, I wanted to 
further clarify some of the statements of the Secretary just made in 
answers to inquiries by Mr. Day. 
is the term of the contract controlling with you as 
to whether preference rights could be asserted at the end of the term? 
You have said as to 20 years, you would not recognize the preference 
On that score, of course, | have expressed a persona! 


Mr. SMITHEY. 


Mr. Secretary, 


Mr. AANDAHL. 


opinion. 
Mr. SMITHEY. 


Mr. 


Yes, 


sir, | rec 


thinking clear on the record. 
That is mv personal thinking. 

The question logically arises, I think, What about a 
one that is not of the maximum term? 

I would think of a contract anything less than 10 
years as s bei ‘ing an interim contract of some kind. 

So that your position is that anything less than a 
at the end of the term, that power 

Anything less than a 20-year contract, because we 
20-vear contract as the one that we will enter into 
when we want to give permanence to the marketing pattern. 
Anything less than a 20-year contract, then, at the 
end of the term of that contract that power would be available to 


Mr. AANDAHL. 


Mr. SMITHEY. 
10-ves Pe aoene 
Mr. AANDAHL. 


Mr. SMITHEY. 


10-year contract, 
Mr. AANDAHL. 


have tied to the 


Mr. SMITHEY. 


preference customers? 


Mr. AANDAHL. 


ing—— 


The CHAIRMAN. 


Your answer 
nonpreference. 


Mr. AANDARL. 


20-year contract, 


That is my 
realize that is somethong that goes pretty far into the future, and will 
not be tied down by contractual relationship in any way. Tt is just 
the reaction of an individual. 

Mr. Smrruey. I think you expressed a desire earlier in the hear- 


Mr. Day. Under the terms of the criteria and marketing policy 


‘ognize that. I want to have your 


personal thinking. Of course, you 


Read the question and answer. 


is that anything 20 years or more is available to 
Was that your reply? 
My answer was that when we have entered into a 


I feel that has given permanence to the ee 


pattern, and my personal opinion is that at the end of the 20-ye 
period, the contract should be renewed with the customer that has it, 
whether he be a preference customer or nonpreference customer. 
But, of course, we are expressing an opinion on something that is going 
to happen so far in the future that we have no control over it. 


Mr. SmiIrHeEy. 


Mr. ” 


Tudor, before we leave that point, is that con- 
sistent with your thinking, the answer that Secretary Aandahl gave? 


Mr. Tupor. Yes, it is consistent with our thinking. 


Mr. SMIrHey. 


Running for a moment to this comparison which has 


been read into the record by the witness, I think you expressed a 
desire earlier in the hearing that when such statements of yours were 
read into the record, you would like to be permitted to comment upon 
them in order to place them in their proper context as you understood 
them at the time you made them. 

Mr. AANDAHL. 
care to make. 


Yes. 


I think 


have made such suggestions as | 
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Mir. Smrrney. I would like to ask you a question with respect to 

or 2 of the statements. You will notice beginning on page 2 of the 
omparison, at the bottom of the page, the statement is made: 

The availability of remaining power to nonpreference customers, together with 
rospective reduced differential in the price of Federal and locally produced power 

suld materially reduce the unfortunate pressure on local communities to estab- 

local public power entities just to make Federal hydropower available to 
mselves. 

Then the following comment, I think, also points to the same sub- 
ect and raises this question in my mind which I think I would like 
to have you explain, if you would. 

Is it the purpose of the new power policy and the marketing criteria 
to so raise the rates of the electric co-ops and the municipal bodies 
that they will be equal or nearly equal to that of the private power 
companies? 

Mr. Aanpant. That is not correct at all, and I am glad you asked 
the question so that particular point can be emphasized. The state- 
ment that I made here in this address calls attention to the result of 
what is going to happen because of other reasons. Yes, sir, we spent 
considerable time talking about the basis on which Federal power 
rates must be determined. One of those is the allocation of costs, 
allocation of Federal expenditures to the power facilities of the multi- 
purpose project, and to the distribution system. The other is the 
increased costs during the construction period which is going to mean 
a higher rate than was expected, and was set up in the interim rate 
under which we are now working. 

Incidentally, that fact has been recognized for a number of years. 
When I came into the Department early in the year in February, 
about the first bit of information I got from Bonneville Administration 
was that when the next rate schedule was submitted to the Federal 
Power Commission, which I believe is in December of 1954, that the 
rates would have to be higher because of these factors that I have 
been telling you about. So that is not anything that is new since 
we have come into office. It is something that has been in process 
over a period of years, and the studies of those agencies indicate 
that those things should take place. We are getting studies from 
Southwestern Power Administration that point in the same direction. 

| have called attention to that fact so that the public who is going 
to buy this power are not taken on the blind side, and don’t realize 
what isin store. I don’t think the increases are going to be too great. 
But there is going to be some little increase there, and the public 
should know about it in advance, as we enter into contract negotia- 
tions. 

Mr. SmirnHey. How far do you think the new policy will go in 
equalizing the rates? 

Mr. AANDAHL. It is not the new policy that is doing it. It is 
really an analysis of cost factors that would prevail under any policy 
that we might have. 

Mr. Smrrnry. The reason I said that is that I think I gathered 
from your statement yesterday that you are making a change in the 
cost allocation which differs from that of the previous administration. 
You cited, for example, the fact that you had observed that the costs 
which the Army engineers proposed to the Congress were not being 
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used as the proper basis. You are changing that. So in effect that 
is in itself a new policy. 

Mr. AANDAHL. In fact, that has been in process for a number of 
years. ‘The Federal Power Commission and the Bureau of the Budg 
have been very critical of power sales agencies, not just since we came 
in. It has been a point of contention and a point of difference for 
just a long, long time, and the previous administration tried to iron 
it out, and we are trying to iron it out, and I hope we are going to be 
able to accomplish it. 

Mr. Tupor. May ] amplify one point on Secretary Aandahl’s 
answer. ‘That matter of the Bonneville Power Administration, for 
example, the cost of generation of Bonneville Dam was about $50 per 
kilowatt of installed capacity. The cost of generation of installed 
capacity at McNary, which is now being completed, is in the vicinity 
of $300. That is just a situation that is inevitable in the increased 
cost of construction. 

I wouldn't want you to understand that means that the cost of power 
is going to go up six times out there, because these projects will all be 
put in the same pool. Bonneville Power Administration at least a 
year ago announced that the price of power would probably be in- 
creased in the vicinity of $17.50 per kilowatt year to the vicinity of 
$22 per kilowatt year. We have not made an analysis of it, but it 
has been long recognized that something like that would probably 
have to take place. 

In the case of the Southwestern Power Administration, I have here 
& COP) of House committee report, second session, dated December 5 
1952, in which they bring out this matter of the Southwestern Power 
Administration, and in effect directed us to look into it. The cost 
of the several dams down there of initial installation is around $705 
million. These are Army engineers dams for which we are the power 
marketing agency. 

The Southwestern Power Administration allocated by their formulas, 
and that is in Interior Department, $202,500,000 to power. The 
Corps of Engineers, who made the presentation to Congress and 
secured the appropriation, at the same time allocated to power 
$399 ,500,000, approximately twice as much as Interior did. That is 
one of the problems that we have in our hands, 

It was handed to us by the last Congress, really, and we don’t 
have the answer to it yet. But those are the practical problems that 
we face. It is those items that may or may not increase the price 
of power. 1 wanted to amplify what Secretary Aandahl has said by 
these specific examples. 

Mr. Smrirury. Eliminating for the moment then whether it is or 
is not a part of the new power policy, how much of an equalization 
of rates will there be as a result of this reallocation to power? 

Mr. Aanpaut. I just have no way of measuring that so I can 
answer the question. 

Mr. Smiruey. | gathered from your statement that you had antici- 
pated that there would be some and it would be substantial. 

Mr. Aanpauu. The differential will be less. That is all I said. 
I would not attempt to make any percentage or dollarwise measure 
of it at the moment. 

Mr. Wisr. Mr. Chairman, I presume that Secretary Aandahl will 
be on as a regular witness later on and we will have a chance to ask 
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ql uestions? I don’t want to disrupt the record any more than it is 
to ask questions about his chamber of commerce speech which confirms 
our worst fear. 

The CHatrRMAN. We will proceed with our witness. 

Mr. Wiss. May I make one observation here because it fits in with 
the allocation of cost; please, sir? That is perhaps one field in which 
more can be done to contribute to the monopoly of the power situation 
than any other with which we are faced at the present time. I believe 
Mr. Hanlon testified yesterday that there were 37 different formulas 
which are being kicked around within the Government as to how it 
should be done. Mr. McPhail testified that there is a vast difference 
between the Army engineers and the interest estimates. 

Secretary Tudor has confirmed that with respect to the Southwest 
Power Administration. 

There may have been argument in the past, but the determination 
which was made insofar as fixing the cost to be paid by the customer 
was a reasonably fair one from the standpoint of the customer. The 
experts disagree Cn this field. It is obviously going to be determined 
by one of attitude. You could charge all of the costs of the dam to 
power. It is quite logical and consistent for the Corps of Engineers 
to charge all that possibly can be charged to power, for by so doing 
it is much easier to get appropriations, ‘and they tre going to have a 
lot more work to do and they are going to be a much more popular 
?— 

On the other hand, if you are looking at it from the welfare of the 
people, if you see what the production of the energy in the dams 
have done for the Northwest and TVA, and more important, if you 
look at the part they played in the last war, and the part they are 
playing now in making the economy strong so that President Eisen- 
hower can make the type of speech he made yesterday, you see the 
danger that confronts us, if folks with the wrong attitude may give in 
to the Corps of Engineers. 

The most shocking statement made here yesterday, and the one 
which causes me most concern, the one of Secretary Aandahl in his 
explanation of this being one of the factors which he was referring to, 
that the costs would go up was this. He said, ‘“‘l am confident that 
these costs will go up.””. Anyone who is approaching this from the 
standpoint of having confidence, from the standpoint of the cooper- 
atives is undesirable, is going to be accomplished, we are faced with 
a very serious threat in my opinion to the national welfare, and cer- 
tainly to the cooperatives of the Missouri Basin. 

Mr. Day. Mr. Chairman, I have just one question here. 

Mr. Secretary, referring to this speech that we have been discussing 
before the Chamber of Commerce, on page 3 there is this statement: 
[ am on the same point we have been discussing. You say— 

If there are preference customers they should be recognized and should be 
given the power. ‘They should be sold the power on the basis of long-term con- 
tracts. The remaining power should be made available on equally long-term 
contracts to other customers in the area. 


That seems to be inconsistent with what you have testified to this 
morning. 

Mr. AANDAHL. No; it is not inconsistent. You recognize that this 
is a 10-minute talk, and you cannot take every point and go into detail 
in a talk of that duration. There has been no attempt to measure 
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what needs to be done to determine the amount that should be con- 
tracted or reserved for preference customers. We just take care of 
the preference customers first. In the more detailed explanation that 
we have had here during the past 2 or 3 days, we have indicated that 
in meeting the needs of the preference customers we not only meet 
their needs as of today, but we also look into their growth demands 
and their future needs. 

Mr. Day. So is it fair to say, then, that your testimony this morn- 
ing is a refinement of this statement? 

\fr. AANDAHL. It goes into detail and expands it. 

Mr. Day. That is all. 

Mr. Wise. In your detailed statement, which you label it for the 
benefit of your staff as to how this should be interpreted, which was 
not done in 10 minutes, but which was a worked-out plan, does that 
not contain the identical language contained in that 10-minute speech 
as to entering into similar long-term contracts? 

Mr. AANDAHL. Incidentally, the statement of October 7 is less 
than a 10-minute speech. There was a lot of time spent in working 
it out, but it is a shorter article than this one here, and of course does 
not analyze every detail to the final degree. 

Mr. Wise. Do you have it there? Would you read the introduc- 
tion to it, please? 

Mr. AANDARL. It is the first paragraph you want? 

Mr. Wise. Yes. 

Mr. AANDAHL (reading): 

Questions and interpretations coming in from the Bureau of Reclamation 
personnel and from power customers and other interested parties indicate that 
a supplemental statement and a more detailed explanation of the Missouri Basin 
marketing criteria would be helpful. This memorandum will serve as a guide in 
interpreting the criteria. 


Mr. Wiser. Will you please read the statement relating to long-term 
contracts? 

Mr. AANDAHL. I believe it is the paragraph on the bottom of that 
first page you have reference to. 

Mr. Wiser. Would you read it? 

Mr. AANDAHL (reading): 


After these contracts with preference customers are reasonably well under way 
and before any contracts with nonpreference customers are made, further analysis 
will be made of preference customer additional needs and also of problems asso- 
ciated particularly with rural electrification cooperative growth in specific areas. 
In some instances, as in the case of Canyon Ferry power, it may be necessary to 
enter into temporary power sales contracts until wheeling, transmission and pref- 
erence customers needs can be fully worked out. Under the criteria amply time 
is contemplated for full study of problems and necessary adjustments. There will 
be no rushing into long term contracts with nonpreference customers. 


Mr. Wise. You do refer to the long-term contracts in that. 
Mr. AanpauL. Yes. Then you might be interested in this para- 
graph over on the last page: 


No new contracts have as yet been written. They will not get started until 
after the first of the year. They will be carefully studied, and negotiated in the 
light of all information and problems that have been brought to our attention 
The criteria as issued September 9 and September 10 is a starting directive and 
will be subject to additions and clarifications as information and specific problems 
come to our attention. Such additions and clarifications will be in harmony with 
our basic power policy statement of August 18, and the general objectives which 
are outlined in this memorandum under the subject The Purpose of the Criteria. 
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Mir. Wise. Thank you, sir. 

The CuarrmMan. Mr. Austin, will you proceed now? 

Mir. Austin. Yes, thank you. 

Mention was made yesterday or the day before, of a speech made 

former President Herbert Hoover which speech was made on the 

th of April of this year, 1953, at the Case Institute of Technology 
t Cleveland, Ohio. I have just one copy of the speech, and I would 

to file it for the record. It is rather lengthy. It was a full-dress 
speech. I would like to read a few excerpts from it and file it for 
the record, so there will be no taking anything out of context. 

Just reading the first paragraph at this time, it is called Federal 

cialization of Electric Power. That is the title of the speech. 
(he introductory paragraphs are these. 


This is a celebration of the founding of a great institution dedicated to scientific 
irch and the training of engineers and scientists. You seek to sharpen their 
ties and initiative for a climate of freemen. It is an appropriate time for 
ission of some of the forces in our Federal Government which have been 
ructive of such a climate. 

In the field of Federal electric power we have an example of 20 years of creeping 
lism with a demonstration of its results. 
iree years ago the Commission on Organization of the Executive Branch of 
Government, under my chairmanship, made an investigation into the Federal 

ctivities in eleetrie power. As the Commission was not dealing with public 
cies, its recommendations were confined to administrative reforms. 
these have not carried out. The highly critical reports of our staff of 
suuntants and engineers amply illuminated the results of this Socialist invasion. 

(nd at once let me state that the present administration is not responsible 
his situation. They inherited it on January 20, 1953. 


Then jumping over a few pages to a subsection, I want to read on 
ve 5, The Method of Socialization. 
[he device by which our Federal bureaucracy started to socialize this industry 
through the electric power from our multiple-purpose water conservation 
We needed these dams. And we need more of them. They were built 
serve navigation, flood control, irrigation and domestic water supplies, and to 
vide electric energy. However, the central question here is not the creation 
this electric power but using it to promote socialism. The first step toward 
ialization was taken when the Federal Government undertook itself to gener- 
and distribute this electric power from multiple-purpose dams. And now 
Federal Government has taken further socialistic leaps by building steam and 
rdo plants solely for the generation of electric power. 
Up to 20 years ago we avoided socialism by selling the energy at the dams to 
ite utilities and irrigation districts. The Government received a return 
thout incurring operating expenses. 
Let no one misinterpret my views on water conservation, I have been for 30 
ears an ardent exponent of multiple-purpose dams. I can claim some credit for 
first gigantic multiple-purpose dam in the United States. That is the one in 
Colorado River. 
But again on the Colorado we avoided socialism by stipulating that before con- 
ruction began the energy should be leased to the private utilities and munici- 
palities, \nd we contracted to sell it at a rate which provided for interest on the 
Government investment and the complete repayment of the investment within a 
riod of 50 years. The consumers over these 17 years since have found no cause 
for complaint from that arrangement. 
I will refer to the speech a little bit more in my comments here. 
\s I say, 1 would like to file it for the record, if I may. 
he CHarRMAN. You may. 
lhe document referred to was marked as “Exhibit Y’’ and filed 
with the committee. ) 
Mr. Austin. In this speech Mr. Hoover enunciates a step-by-step 
blueprint to get the Federal Government out of the business of gen- 
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erating and distributing power as soon as possible. This blueprint 
is of great interest for nearly everything that he said there that should 
be done to get the Federal Government out of business has been 
following the pattern that he laid down. 

I again call attention to the date, April 11, 1953, some little time 
ago. Here is the pattern that he outlines as a pattern to follow to 
get the Government out of business. 

The first steps should be 

1. The Congress should cease to make appropriations for more steam plants 
or hydroelectric plants solely for power. 


He goes on to say: 


tified, private enterprise will build them and pay taxes on them. 


} ld 


Congress should follow the precedent of the Colorado project and 
make no more appropriations for new multiple-purpose projects unless the electric 
power is first leased on terms 


The standards of which he describes later on here. 


3. The Congress should, jointly with the President, set up a temporary Com- 
mission on reorganization of this whole Federal venture with resources to employ 
technical assistance 

He outlines that further, and I will go into that in a little bit. As 
Members of Congress know, the revised budget submitted to Congress 
followed the Hoover blueprint on those items 1 and 2 in that electric 
projects were taken out. Among the projects that were taken out 
were the generators going into the dam already built at American 
Falls in Idaho. The dam is built, but Congress took out the genera- 
tors originally planned. The generators for the Roza in Washington 
were taken out. The Provo River power project was taken out. 
Table Rock Dam in Missouri was taken out. Oahe in South Dakota 
was taken out of the budget, although some money was later restored. 

Most transmission lines, the distribution lines that former President 
Hoover refers to, were taken out if they were opposed by a private 
power company at that time. 

The House committee in reporting the Interior appropriations bill, 
approached Mr. Hoover’s language in that they said in that report: 

With respect to construction activities essential and completely justified proj- 
ects in the construction stage should be carried to completion to avoid waste of 
Federal funds, but wherever possible private enterprise should be taken into 
partnership to build, own, and operate that part of each project which can be 
handled by private ownership under conditions that will protect the interests of 
the people. All future projects or new starts, which include transmission lines, 
private enterprise should be urged to take the initiative in constructing, owning 
and operating such works before money is made available for Federal] construction. 

I am quoting that merely to show a similarity there. 

Mr. Hoover said in his speech that there should be no more appro- 
priations for multiple-purpose projects unless the electric power is 
first leased out in accordance with the Hoover Dam precedent. 

The third step that he mentioned here, and that I read a moment 
ago, the creation of this joint Congress and Presidential Commission, 
has already been set up. It is the new Hoover Commission to Reor- 
ganize the Executive Departments, and has a task force of 22 on power. 
That task force is headed by Mr. Ben Moreell, and includes account- 
ants, engineers, and lawyers, all the skilled people needed to do the 
job that Mr. Hoover has outlined. 
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Here is what he says that Commission should do. This is subheaded 
r the step No. 3 I read a moment ago: 


This Commission should investigate and recommend proper methods of 
ting and a revision of the division of Federal investment in these projects 
electric power and other purposes, and recommend proper practices for 


re 


We have just been talking about the processing under that step a 
ment ago. 


he Commission should report on the actual cost of, and the prospective 
rom, each of these major enterprises 
ommission should formulate the methods and standard terms for 
‘ating plants, transmission lines, and the electric energy to private 
or to municipalities or to the States or to regional authorities that may 
ind managed by the States. These standard terms should provide for 
t and amortization of the Federal investment, the refunding 
i these items and also some contribution in lieu of taxes. The latter 
iid not need to apply in cases of private enterprises as they pay their own taxes 
1) The Commission should develop methods by which non-Federal agencies 
are cooperatively in the cost of future capital outlays on the electrical part 
\ultip'e-purpose dams. 


f interes 


The address that was given by Mr. Secretary Aandahl in Fargo 
warning that Federal power rates were going to be increased appears 
n the light of this blueprint to be a confirmation of the things that 
Mr. Hoover has said here. The power cost allocations in all existing 
rojects are to be reviewed and raised, and new accounting procedures 
set up so that Federal power projects—well, in the terms we have 
ised before—would not be the yardstick, but that the private power 
company cost of operation would become the reverse yardstick to be 

applied to the Federal system. 

In the case of Bonneville and the Missouri Basin area, the Depart- 
ment of Interior has apparently moved ahead of the new Commission 
and has already set up standards for leasing out the power on 20-year 
ontracts. Of course, we feel that 20-year contracts without any 
withdrawal clause are definitely to the detriment of the preference 

istomers. 

Mr. Davis. Might I ask a question there? 

Mr. Austin. Certainly, Mr. Davis. 

Mr. Davis. I am sure you don’t mean to misspeak yourself but I 
am sure that you realize that all those contracts to which reference 
was made were executed many years ago, 7 or 8 years ago. Iam sure 
vou realize, because it has been repeatedly explained, that the new 
contracts at Bonneville are completely subject at all times to all of the 
requirements of the preference customers, including the withdrawal 
clause. 

Mr. Austin. Yes, sir. 

Mr. Davis. I thought we should be clear on that. 

Mr. Austin. Thank you. I had in mind more particularly the 
contracts that can be made under the new marketing criteria and power 
policy that can be made any place in the Missouri “Basin for 20 vears, 
and without the preference clause protection of the withdrawal. 

[| might take one more quote from the Hoover speech: 

The objective of the whole proceeding should be to get the Federal Government 

it of the business of generating and distributing power as soon as possible. 


[ don’t know just where this speech came from. I don’t know its 
origin. I don’t mean to imply that these things came out of the 
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same place at all, but the similarities of the blueprint laid down by 
Mr. Hoover at this time and the propaganda pieces that we have 
been laying our hands on put out by the electric power companies, 
and we believe the similarities of that with the power policy and 
marketing criteria, and the things that have been said by important 
officials of the Department of Interior, are all worth noting. They 
seem to follow a general pattern. 

One of the statements that we hear recently as a part of this cam- 
paign on the part of all of these utility companies working together 
in their propaganda groups, a part of the general brainw ashing cam- 
paign is that there is a partnership between the Federal Government 
and local interests that is being built up into the future. Such part- 
nership of course primarily as far as we can interpret it, referring to 
the partnership of the Federal Government and the local interests, 
particularly in the form of groups represented by the Idaho Power Co 

Sometimes, as in Mr. Hoover's address, and in the Appropriations 
report, private enterprise is made frankly and openly as a part of that 
partnership. Sometimes it is charged that the present power opera- 
tions are dictatorial and in disregard of the local interests, that is, 
those that preceded the administration in the Department of Interior 
of the present Secretary’s group. Asa matter of fact, the old arrange- 
ment is one of the finest forms of partnership of that kind, and the 
preference clause is the magna carta of that partnership. 

In the Tennessee Valley and other places where the Federal Govern- 
ment generated power and transmitted it to load centers, and turned 
it over to the public nonprofit cooperative and private power com- 
panies of a local nature, that was definitely a real form of cooperation 
and a real form of partnership. Under the preference clause the 
people’s own local governments or their own cooperatives were actually 
the local partners in that arrangement. That is the arrangement that 
has really brought power to the farms and ranches of the rural areas 
of the United States, and it has brought more abundant power to 
hundreds of municipalities and enterprises, the Pacific Northwest, 
the Tennessee Valley and others. 

It is actually apparent, it seems to us, that the new arrangement is 
not really a partnership, but a restoration of the old private monopoly 
practices that prevailed in this country at one time. 

The pattern is followed in so many of these things, we feel it well to 
eall attention to this standing Subcommittee on Antitrust and Mo- 
nopoly Legisle tion. 

At this por I would like to more or less out of order put into the 
record some resolutions that we didn’t have with us yesterday. These 
are resolutions that have come out of rural electric groups throughout 
the country. They are identified in the record. 

The CHarrMan. Very well. 

(The document referred to was marked “Exhibit Z”’ and filed with 
the committee.) 

Mr. Austin. Also my colleague has brought in a copy of the ad 
that I read from a few moments ago. 

The CuarrmMan. That will be admitted. 

(The ad referred to was marked “Exhibit AA” and filed with the 
committee.) 

Mr. Austin. In conclusion of my testimony, Mr. Chairman, | 
would like to call attention to the fact that the policy as it had grown 
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ip Over a pe ‘riod of more than 50 years, a policy in the matter of sale 
of electric power that was generated at federally owned projects, was 
. good policy. The project was originally started by the Republican 
dministration under President Theodore Roosevelt. It had been 
n the hands of both Republican and Democratic administrations. It 
had been before Congress on a number of occasions. Congress is 
controlled by Republicans and Democrats. It had grown up piece 
on piece and developed piece on piece, and it was a satisfactory working 
olicy so far as we knew. It was a policy that had been accepted by 
he American people. We felt that policy should continue in an un- 
changed form. We definitely do feel that a change has come about 
in the new marketing criteria, and the power policy. It is a change 
that has come about very quickly without a chance for consultation 
within the field that is affected. 

We in the rural electric cooperative group, and I know this is true 
of the municipal preference customers also, would have welcomed the 
opportunity to have talked with Department officials before this was 
promulgated. Of course, to talk to the Department officials now and 
to accept the invitations that they have extended from time to time 
now to work with them would to an extent be like having a hand in 
he plans for our own execution after the execution has been decided 
upon. But we would have welcomed the opportunity to have talked 
this matter over with them before it was promulgated. We had no 
such opportunity at any level in the rural electric business. 

In the 90 days that we have been given to accede to this program, 
the 90 days that were given for our preference customers to put in 
their application for power under the new policy, we simply have not 
had time, Mr. Chairman, to work out the details to know what we 
can do in our own rural electric cooperatives. This policy has grown 
up for many years. We had no inkling that it was to be changed 
until the change was upon us. Ninety days is just not enough time 
“ us. 

[ apologize to you and to the committee at this time for not having 
more technical information, more studies and surveys to show exac tly 
the effect on us. But 90 days is not time to put together studies and 
surveys of that kind. 

Of course, Mr. Aandahl and other gentlemen of the Secretary’s 
group have also indicated that in many instances they have not made 
surveys as to the effects of the various changes they are putting into 
effect. 

In the matter of forming a pattern here, I would like to insert two 
more little pieces, one is a little bulletin entitled, ‘Home and Com- 
munity Service” which is put out by the Public Service Co. of Colo- 
rado, which included with our little bills that we get at our homes 
this brochure. On the back is a little comment, ‘Private enterprise 
scores again.’”’ It shows the pattern exists throughout the country. 

Then I have also a mimeograph sheet copied at my office from a 
previous bulletin, such as that, and this appeared in December 1951, 
that is an attack upon the prefe rence law, using those again just to 
show that this all fits into a pattern; a pattern we think is a pattern 
aimed at monopoly again of the electric industry. 

(The documents referred to were marked “Exhibits AB and AC” and 
filed with the committee.) 
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Mr. Austin. Everything that is done here is making it harder on 
the small organizations such as the rural electrics and the munici- 
palities and those are strictly locally owned, and for the benefit of 
the local people. 

The pattern has many angles to it. Part of the pattern is this 
matter that rates are going to be raised. We have had quite a bit 
of testimony on that. One part of the pattern we feel is the dif- 
ficulty that the rural electrics throughout the country are having in 
obtaining G. and T. loans to go into their own generation facilities. 
On a congressional level there is increasing talk of raising the interest 
rate on all rural electrification loans, again which would adversely 
affect the feasibility of rural electric loan repayment and would 
make life much more difficult for the local rural electric cooperatives. 

Another phase of it we think is this business of the Government 
cutting down on the matter of firm power that is being sold from 
these hydroelectric dams. We think more power should be firm 
because there is no question that the Government would have more 
revenue if some steam were made or if some steam were generating. 
The increased revenue to the Government would be considerable, 
and more and more of these multipurpose dams would be feasible 
and more and more irrigation land could be brought under adequate 
water if there was that revenue that could be made by just a reasonable 
firming 

Of course, this policy of no new starts on most of this hydroelectric 
projects all fits into the same general overall pattern. 

As we have said before, it has been stated repeatedly here that 
primarily those who will benefit by this, because they will take all 
of this power, are the preference customers. The preference cus- 
tomers seem to be completely opposed to the new policy. The 
Government will lose money by putting the new policy into effect, 
because it will not have as much revenue from the dams. It is still a 
question in our mind as to why this new power policy and marketing 
criteria is being put into effect. We simply don’t understand it. 
We don’t understand the source of it. We just can’t understand 
why the idea is being pushed upon us. 

There is the pattern on every hand about us. We have had the 
essurances of Mr. Secretary Aandahl and others here that no one 
wishes to harm the rural electric cooperatives or the preference 
customers. We have had assurances that every consideration would 
be given, that Mr. Aandahl himself would review these 20-year 
contracts that might take the power away from us without the with- 
drawal clause. We are happy to have those assurances. But, as in 
the case of buying insurance, Mr. Senator, we somehow still have in 
the backs of our minds the feeling that it is not what the insurance 
agent tells us what counts; we would like to have those statements 
actually in the policy itself. 

Thank you very much. 

The CHarrMan. Any questions, Mr. Aandahl? 

Mr. AaNDAHL. No questions. 

The CuarrMan. Call your next witness. 

Mr. Davis. Mr. Chairman, at this point, in order to maintain 
some semblance of order in the proceedings, knowing you have a lot 
of other witnesses out of town you wish to call, I should like to enter 
a categorical denial to the implications that have been made by the 





POWER POLICY 229 


witness which we will meet in due course as this hearing proceeds, 
the implication that the Department is a pattern of all the numerous 
and sordid pieces of scattered information introduced into the record, 
the implication that the Department, which is running all through 
he testimony, is a stooge of somebody and is lending itself to a vicous 
pattern, is undertaking to help create monopoly; all of those things, 
Mr. Chairman, we categorically deny. We will meet them all in due 
course as the occasion arises. 

The CuarrMan. Very well. 

Mr. Smiruey. Mr. George Cornog. 

Mr. Cornog, before you proceed, were you among those witnesses 
who were present at the time the chairman swore in a number of them? 
Did you take the oath similarly? 


TESTIMONY OF GEORGE CORNOG, MANAGER, KEM ELECTRIC 
CO-OP, LINTON, N. DAK. 


Mr. Cornoa. Yes. 

Mr. Smrruey. And you consider the testimony you are about to 
vive as being under oath. 

Mr. Cornoa. Yes. 

Mr. Smirany. Would you please state your name, address, and 
position? 

Mr. Cornog. George Cornog, Linton, N. Dak., manager of KEM 
Electric Cooperative at Linton. I have also been appointed chairman 
of the power committee of the North Dakota Rural Electric Coopera- 

tive Association. 

My statement is quite brief, Mr. Chairman, in that I do manage 
this distribution system, and have not had a great deal of time to go 
into detail on it. Much of that I have said has alre ady been said here, 
so it is going to be repetition to a great degree. 

Both you, Mr. Chairman, and Secretary Aandahl, are quite familiar 
with the sparsely settled country of North Dakota and know how the 
power was out there just a few short years ago. It was not profitable 
for the utilities to go into this area and consequently there has heen 
no power. 

We have one director on our system who applied for many years to 
the Montana-Dakota Power Co. for power with a line in his front yard, 
and the cost during that time he was trying to get power was $2,000 
to Mr. George Jackson, to get that power. 

The CHarRMAN. You mean $2,000 to connect up his home? 

Mr. Cornoa. Yes, a $2,000 connection charge to the line which 
crossed his property in the front yard. 

The CuarrmMan. What line? 

Mr. Cornoc. The Montana-Dakota line. You are _ probably 
familiar with that line. However, after Mr. Jackson became a 
member of the board of directors of KEM Electric Cooperative, he 
was Offered the connection without cost. 

The CuHarrMAN. He paid 5 or 10 dollars. 

Mr. Cornoa. He probably had to pay a meter deposit of $5. 

The Cuairman. I had a sister in exactly the same shape. The 
Northern States Power Co. near Casselton came along and had to 
put in 5 poles, and they wanted $1,300. Mrs. Morgan Ford would 
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not pay that. She joined the co-op. It is the same co-op that the 
Secretary belongs se 

Mr. AANnpDAHL. Yes; Kendrick Co-op. 

The CuarrMan. Yes. She paid her $5 fee and got in. So I can 
sympathize with the director of your company. 

Mr. Cornoc. We have a very low density on our system. We 
average slightly better than one farm consumer to the mile on our 
system. We have no large villages or towns on the system. We are 
strictly rural, and we average slightly better than one to the mile. 

The farmers of the area some time ago banded together and formed 
this cooperative, which we now have, and the system which I manage. 
However, they still had a big job ahead in securing power for their 
system. Either it was not available to them or the cost of purchasing 
the power wholesale was so high that the system was not considered 
to be feasible. 

Through their contacts with the Bureau of Reclamation, trans- 
mission over Bureau lines and wheeling agreements were worked 
out during the early days there, and they were able to get the power 
into the system at a cost which was considered to be feasible by the 
administration and REA was thereby able to make these loans to the 
systems. 

Our system could never have been considered a feasible system on a 
high cost of wholesale power; it just is not there. The farms are not 
there. The consumers are not there. That just is not in the cards. 
They did work out these arrangements and secured this low-cost power 
and it was essential to the cooperative at that time, and of course it 
is today 

We have our operating reports which we prepare each month, and 
each month you prepare them and sign them and send them into 
Washington you realize how important the cost of this power that we 
are getting is to the projects. 

Apparently we are about to lose some of this, if not all of it. The 
new criteria is going to hold thermal generating energy to a minimum. 
That has been gone into in great detail here. It is going to materially 
reduce the amount of power which could be made available at this low 
cost to the cooperatives in the area. It abolishes the recapture clause. 

As we understand it in going over this thing, and we have discussed 
it at managers’ meetings in the States and directors meetings, and it 
has been discussed at the statewide meeting, the consensus of opinion 
seems to be that to protect ourselves that we must necessarily enter 
into 20-year contracts to assure ourse ives of adequs ite power in the 
firures submitted to the REA some time approximately a year ago in 
connection with a loan that was being studied for the Dakota Electric 
setup out there, we had to send load estimates in to the Administration 
at that time, and projecting those figures into the future, and using 
those where we were able to, and entering into a 20-year contract, the 
figures out that applying this new charge, we have in the criteria, it will 
run out cost in our partic “ule ar system next year to over 10 mills per 
kilowatt-hour, rather than 5% which we are presently averaging on our 
system. This amounts to approximately $32,000, or just a little under 
$32,000 increase in our rates next year. That is just for 1 year. 

I have some operating reports with me and it looks now as though 
our system will operate approximately $4,000 in the red in 1953, 
with an opportunity to come out and operate in the black in 1954. 
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But you can see what happens to us if we have an additional cost of 

wer of $32,000 in 1954. 

The CuarrMAN. How many users have you? 

Mr. Cornoa. We have a little over 2,700 on our system. 

The CuarrMAN. And you operate in MacIntosh County also? 

Mr. Cornoa. MacIntosh, Logan, Kidder, and Evans. We operate 

four counties. 

\ir. Davis. What is it that increases your cost next year in 1954? 
That is interesting. Nobody has said that before. 

\ir. Cornoa. I probably should not have said it will increase in 

154, because our contract probably will not be completed through 
1954 for these new amounts of power. However, going into a 20-year 
contract, if it were to become effective the first of the year, that would 
be the approximate increase in cost for next year. If it is not in 1954, 
it will be in 1955, depending on when our contracts are completed. 

Mr. Davis. It would not be the first year, would it? 

\Mr. Cornoa. Yes; we pay 80 percent the first year. 

Mr. Davis. You don’t pay anything until your load growth is up 
20 percent. Isn’t that the way it works? That is, you have a 20- 
percent leeway for which you can contract without penalty. Isn't 
that right? 

Mr. Cornoa. I don’t believe so. That is not the way we read it 

North Dakota. 

Mr. Davis. Maybe I am wrong about it. But the 80 percent 
catches you the second yes 

Mr. Cornoc. The 80 sneiel catches us the first year, 90 percent 
catches us the second year, and 100 percent the third. That is the 
way we read it. 

Mir. McPuait. To further clarify your statement, this increase will 
come on the premise of how many years in advance of your estimated 
load you are proposing to contract for? 

Mr. Cornoc. 20 years. How else can we have power 20 years 
from now unless we do? It is not there unless we contract for it. 

Mr. McPuain. My particular question had to do with the coming 

about 1960 of a new power supply by reason of the completion of 

‘Oahe Dam. Did you take that into consideration in your ability 

» further contract when that time came? 

Mr. Cornog. No, I have no figure on that. If we contracted for 
the time from now until Oahe comes in, I don’t have that figure. 
This is based on 20 years. We have no definite date on when Oahe 
is coming in. We cannot contract for Oahe in 1960 and maybe not 
ret it until 1963. We are not sure we will get it in 1963, I don’t 
believe. 

Mr. Aanpant. Mr. Chariman, may I observe that these analyses 
that indicate these fantastic penalty charges are based upon the cus- 
tomers contracting now for a load sufficient to carry them 20 years 
hence, 

Mr. Cornoc. That is right. 

Mr. AANDAHL. That circumstance is going to be impossible, be- 
cause the Bureau of Reclamation will not have enough power available 
in the next 3 years to give them that kind of contract, no matter how 
badly we want to give it to you, or no matter how badly you wanted 
to get it. So the analysis you are presenting here is just some fan- 
tastic figures that in reality mean nothing at all. 
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Mr. Cornoa. I do not believe that, nor do the managers in North 
Dakota. It does not tell us that any place in here. 

Mr. AANpAHL. You are assuming you are going to buy something 
that is not available for sale. 

Mr. Cornoa. We don’t know how much you are going to get ap- 
plications for. You don’t know that yourself, Mr. Secretary 

Mr. AANpDAHL. But we are reasonably certain that there is no 
possibility of doing any kind of thing you are assuming. 

Mr. Cornoc. We don’t know that. 

Mr. Aanpaut. And everyone who has presented an analysis here 
has approached it the same way. 

Mr. Cornoac. Your field people in North Dakota don’t know that. 
Your Bureau of Reclamation people in North Dakota don’t know 
what your applications are going to be. They have no way of know- 
ing. We met with them the other day in Bismarck, and they tell 
us they have no way of knowing. If the applications do not total 
all that you have available for that 20- year period, and it goes some- 
place else, we must, as I see it, apply for our power supplies for 20 
years in case you do have that power. That is the way we understand 
it, and we talked to your people in Bismarck. 

Mr. Aanpaut. I think if that is the basis of your understanding 
that we will have to give you a little advice on what should be done. 

After January 1, when we get these applications before us, I think 
we will work that out. We will work it out in a way that will be fully 
satisfactory to you. The thing that is going to happen is this: If 
the applications are for less than the 210,000 kilowatts, say the appli- 
cations for current needs are 150,000 instead of 210,000—I think 
those are the same figures I used the other day—we will let you con- 
tract for the 150,000 which is your current needs and probably a 2- 
year load growth that you can take care of without any minimum 
charge application, and if we have 60,000 kilowatts of additional 
power, there, we will enter into a short-term contract with a non- 
preference customer and have that power available when you need it. 

Mr. Cornoa. What are the needs at the present time in the area? 

Mr. Aanpaut. We will see those when the applications come in. 

Mr. Cornoc. What is being used at the present time. What are 
the needs today. What is being used in the area. Do we know that 
this 210,000 is going to last for 10 years, 15 years, 2 years, or 4 years, 
or 20 years? This is why we don’t know how long to apply for, 
Mr. Secretary. 

Mr. Aanpauu. We will all have a much better appraisal of that 
after the applications come in. 

Mr. Cornoa. We don’t need the applications to know what is being 
needed now and what is being used now. What is the present demand 
in the area. We don’t need applications for that. I don’t know. 

Mr. Aanpauw. I don’t know. Mr. McPhail has those figures. 

Mr. McPuaru. We can give you figures. Not knowing just what 
you mean by the area, it becomes difficult. 

Mr. Cornoa. The area in which this 210,000 is going to be made 
available, what is the present demand in that area? 

Mr. McPuat. I might say in October 1953, then, which is the 
latest information I have, the Bureau has supplied in the way of firm 
kilowatts in the Eastern Division, 55,650 kilowatts. That has been 
the actual demand on our system that we serve. 
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You realize that that only represents a small portion of the Eastern 
Division, because we are not yet serving anything from the main stem 
plants on the Missouri with the exception of Fort Peck. 

Mr. Cornoa. Is this the same area in which you furnished this 
55,650 in October of 1953 in which the 210,000 additional is to be made 
available, or is the area to be expanded? 

Mr. McPuarn. The area will be greatly expanded. That is a part 
‘the area only, the part that we can reach with our present sources of 

neration. 

\fr. Hanton. May I interrupt to clear up a point that is being a 
ttle confused? In the first place, we are talking now about this 
0,000 kilowatts, and the testimony and the belief and the assump- 
on is that that is going to be taken up by the preference users. 
But it is also true that we have better than 1 million kilowatts of 
other power possibly to be firmed up or can be made available in 

Hh) 

In the studies, or do you have any studies in 1960 that again this 
same thing is going to come up governed by the same criteria and at 

time most likely the cooperatives or preference users will not be 
le to take up all this power that is going to be offered for sale, 
cause it is going to be a tremendous block. So under that assump- 
on, they can go into a 20-year contract, and of course will be 
( nalized. 

| want to say just what you said about the penalty for 1954, if 
ou get in 1954, it is there if you will contract for your power needs 

n up to 1960. The thing in that penalty, the thing that has not 
been brought out here is that there is a rate increase, because if you 

contract for 10 years for power that you thought you were getting 

5}, mills—this is not talking about anything that you are going 
o do with the new allocation of power costs—but this 5}4-mill power 
becomes about 7-mill power for the first year. The thing that is 
harmful to the cooperatives and I[ think in North Dakota as well as 
South Dakota in the first vear of that penalty, the costs are higher 
and they gradually diminish at the end of a 10 or 20 year contract. 
During the time that the co-ops need all the revenue that they can 
vet for repayments, they are penalized the worst. That tapers 
down to the basic cost price. 

So actually in the case you are speaking of it is an actuality as far 
as your criteria is concerned. If you are only going to give us power 
to 1956, we are all in mighty bad shape right now, because as 1 men- 
tioned yesterday, there is no generation to take care of that, it if is 
going to be sold at a place where we can not buy it back or maybe 
buy it back from some power company. Is that not actually the 
case? 

Mr. AANDAHL. That is not the case in light of the explanations that 
have been very carefully detailed in the last 2 days here. You fully 
realize that it is not the case, because in the light of the analysis that 
has been made here in the last few days, there is no reason why any 
cooperative should contract for more than 3 years needs. 

Mr. Hanton. Why should he not? 

Mr. AaANnpDAHL. Why do you need to? 

Mr. Hanton. We want to make sure of the power. 

Mr. Cornog. What is going to protect us at the end of 3 years? 
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Mr. AanpAHL. We have told you that if an analysis shows a load 
growth for you, that will justify additional power at that time, and 
we have power, we will sell it on short-term contracts to nonpreference 
customers, and make it available to you when you need it. 

Mr. Cornoe. It is not in the criteria, Mr. Secretary, if I may say 
something that has been said many times in the last 2 days. The 
criteria does not give me that protection you said I have. 

Mr. AANDAHL. It is not detailed in the criteria. 

Mr. Cornoc. Why should it not be? Why are so many things not 
in the criteria. This is the criteria, and this is what we are going by 
in North Dakota. This is what your Bureau office in Bismarck is 
going by. I have sat in that office with other managers from our 
State, and this is it. As a matter of fact, we had a Bureau man tell 
us recently that the degree that we would be penalized in cost was 
de _pendent upon the degree of protection that we wanted for elec- 
tricity in the future. It is exactly what the criteria says. That de- 
gree of protection that we want determines the degree of penalty 
that we will pay, and the amount we will pay for our power. That 
to me is what it says. 

Mr. AANDAHL. In the light of the discussion that has taken place 
here during the last 2 days, that is not correct. 

Mr. Cornoa. But the discussion of the last 2 days is not in here. 

Mr. AANDAHL. It is an amplification of an administrative discre- 
tion that can come under the criteria. 

Mr. Cornoa. I would like to ask another question before I go baek 
to this. Suppose we have changes in mo — are exercising this 
administrative discretion. We say that 2 years from now, 3 years 
from now possibly you are not the Assistant Sec retary of the Interior. 
Do your interpretations carry over to the new Assistant Secretary of 
Interior? 

Mr. Aanpauu. Any Secretary of the Department of the Interior, 
when the change is made, has the privilege of changing the criteria 
or doing anything they want. There is not anything we can put in 
the criteria that would protect you from a change in “administration. 

Mr. Cornoc. Why don’t we have what is meant by the present 
section in the criteria, and when we get new ones, if they wish to 
write new ones, we will have their criteria. Why can’t we have criteria 
today as to what the present section means. As the manager of a 
co-op, I am not an attorney or engineer, but I am merely managing 
a little system out in North Dakota that is struggling to make ends 
meet, and we feel that we are successful in coming toward that end, 
and we see this as a terrific threat to our entire setup. Not myself 
alone; the cooperative people, the rural electric cooperative people of 
the State of North Dakota, generally speaking, see this as a threat to 
our entire program, Mr. Secretary. 

Mr. AANDAHL. In doing that, you have assumed the worst possible 
situation. 

Mr. Cornoa. I don’t know that we have assumed anything. 

Mr. Hanton. You made the statement—— 

The CuarrMaANn. Just a moment. Here is the witness right here. 

Mr. Cornoa. I merely say I don’t know that we have assumed 
anything. We have applied the criteria as we understand it, as the 
Bureau people in North Dakota understand it. I don’t know why 
this criteria has to be that complicaied that none of us understands 
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it. We understood the old arrangements under which we bought 
power. It has been inferred in the last couple of days that we don’t 
inderstand this new one. Possibly we don’t. I would like to see one 
written that we did understand. We understood what we were doing 
prior to this. We thought we did, at least, and other people seemed to 
concur in that. Htowever we reach a point now we don’t understand 
what is in the criteria. I would like to see one that we did understand. 

Mr. Hanon. I want to go back to the fact that vou have said that. 
vou have not enough power for us in the years following 1956 when the 
first three amounts of power are going to be offered for sale. Yet you 
have stated you are going to sell under a 20-year contract to non- 
preference users, the Mountain States people, and denying the people 
of North and South Dakota preference power. 

At the present time that can be sold to us, but vou are denying that 
in the amount of 60,000 kilowatts. 

Mr. AaAnpAuL. The Mountain States Power Co. is in the eastern 
division, and the power is not available in North and South Dakota. 
| mean it is in the western division. 

Mr. Hanton. Then apply the case to the boys from Colorado. | 
am using that as an example. Do you know who owns the Mountain 
States Utility, and where they are incorporated? We are talking 
about the local interests you are going to protect under a 20-year 
contract. 

Mr. AAnpDAHL. I know who their customers are. 

Mr. Hanton. I am talking about the people who make a living 
off that utility. 

Mr. AANpDAHL. I am taking about the customers that are using the 
power. 

Mr. Hanton. I have a list of Mountain States Utility. The last 
meeting was held in Albany, Oreg. They are incorporated in Dela- 
ware. And here is a list of their largest stockholders: 

Carl M. Loeb, Rhoades & Co., New York, 60,000 votes. 

John Hancock Mutual Life Insurance Co. of Boston. 

Potts & Co., Wilmington, Del., 21,000. 

Massachusetts Mutual Life Insurance Co. of Pittsfield. 

Steere & Co., of Philadelphia. 

srinbaum & Co., New York. 

Hitchins & Co., Boston. 

Shaw & Co., New York. 

Lack & Lindsay, Wilmington, Del. 

Atlas & Co., Chicago. 

We don’t get to any people from the local area. That is your 
interpretation of local interests, is that right? 

Mr. AANDAHL. The local interests are the consumers who are using 
the power. It might be interesting to ask—and this is not at all 
critical of anything that has been said here—where the people who 
have bought the United States bonds to finance the REA projects 
live. You find them all over the country. You find a lot in New 
York and some in North Dakota and South Dakota. 

Mr. Hanton. These are all stockholders and not bondholders. 

Mr. AANDAHL. It does not make much difference whether you 
receive dividends on stock or interest on bonds. 

Mr. Hanton. I don’t want to start another argument here, but I 
am not going to 
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Mr. Aanpauw. You find a little difference in the rate. 

Mr. Hanton. You find a little difference in the earnings. 

Mr. Tupor. Mr. Chairman, may I give assurances to the Chair, 
and also to the witnesses and the others who brought this up before, 
that interpretation which Secretary Aandahl has introduced into the 
record of the criteria and the power policy, the full force and effect 
of that criteria, and that it represents the thinking of the Department 

Mr. Smrruey. Will it be made available to the field offices? 

Mr. Tupor. Yes. You have it in the record there. Now it is 
understandable that the field officers are not up with this thing, be- 
cause we have discussed it at length here. ‘These questions have not 
come up before, and they are vot in touch with this detail, and there 
may have been some misunderstandings, as obviously is the case. 
But I do want to assure you that the assurances given by Secretary 
Aandahl here is the method on which we will operate, unless we find 
good reason for changing it. 

Mr. Cornoa. I am going to personally want to look over a lot of 
things that Mr. Aandahl has said and find out basically whether there 
are Many changes. 

Mr. Tupor. I can appreciate that. 

Mr. Cornoe. I am not sure there are. 

Mr. Tupor. That are not basic changes? 

Mr. Cornoc. That there are basic changes in Mr. Aandahl’ state- 
ment of the last 2 days. I am not an attorney. I want to work on 
this. 

Mr. Tupor. You and I are laboring under the same difficulty of 
not being an attorney. 

Mr. AANpAnL. You can pass that over here, too. 

Mr. Cornoc. I am not sure that Mr. Secretary has altered this any 
in the last two and a half days. 

Mr. Tuvor. The point I want to make is that you should base your 
calculations not only on the criteria, but also the Secretary’s inter- 
pretation. 

Mr. Cornoc. Up to the last 2 days we have not had the Secre- 
tary’s interpretation. Your office in Bismarck has not had Mr. 
Secretary’s interpretation of the last two and a half days. 

Mr. Tupor. I understand. 

Mr. Cornose. If it is different. 

Mr. Tupor. It is not different. It is an interpretation of the 
criteria. 

Mr. AANDAHL. Have you had the statement of October 27? 

Mr. Cornoa. We have the statement of October 27. For the life 
of me I am not sure it changes anything. It says about the same to 
me. 

The CuarrMan. Gentlemen, it is after 12 o’clock. We have a 
conference and I cannot get here until 2 o’clock. We will adjourn 
until 2 o’clock today. 

(At 12:07 p. m., a recess was taken until 2 p. m.) 
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The CHAIRMAN. Come to order. 

You may proceed. 

Mr. Cornoa. I have a couple of figures here that we did not touch 
on before. In North Dakota we have a committee appointed by the 
Governor made up of the various power interests in the State; the 
people from the private utilities, the State association of rural electric 
cooperatives, and the generating cooperatives being represented on 
that committee. Jam not a member of the committee. However, I 
vas invited to attend the last meeting of that committee. The Bureau 

Reclamation also has a representative serving on that committee. 

In connection with the power to be generated at Garrison—firm 
power—the statement was made at this last meeting of the committee 
that out of a potential of approximately 400,000 kilowatts at the Garri- 
son Dam there would never at any time be more than 200,000 of firm 
pone from that dam, which means that about half the capacity of 

» Garrison Dam would be firm power. We do not know what will 
cae of the balance. 

The CuarrMANn. Who is on that committee? 

Mr. Cornoc. I do not have a list of the committee members. 
The various power companies: Northern States, Montana and Dakota 

tilities, and Otter Tail Power Co. Mr. Harens, of the North Dakota 
Association of Rural Electric Cooperatives, serves on the committee. 
Mr. Rosco Williamson of the Bureau of Reclamation is on the com- 
mittee. Andrew Freeman, manager at Minkota, is on the committee; 
and also the new manager at Central Power, a generating station 
up there. 

The CHarrMAN. Is someone on there from the State water com- 
mission? 

Mr. Cornoc. No. There is a representative of the public service 
commission. 

The CHarrMAN. How large a committee is it? 

Mr. Cornoa. At the present time there are nine on the committee. 
The Governor has been requested to expand the committee, make an 
additional appointment with a representative of the rural distribution 
cooperatives to be represented on that committee. What action 
will be taken, we do not know. 

The CuarrMan. Do you know whether other States have a similar 
committee? 

Mr. Cornoa. I do not know. 

Mr. Aanpaut. I can add one name, Oscar Bergman representing 
the municipal plant at Valley City is also a member of the committee. 

Mr. Cornoa. I believe that is about the committee. I think 
there are nine on the committee at the present time. 

The CHAIRMAN. You may proceed. 

Mr. Cornoe. Another thing worth pointing out is that last year 
in our State five of our rural electric cooperatives operated in the 
black. The balance of them operated in the red in North Dakota. 

Senator Warkins. How many do you have? 

Mr. Cornoa. I believe it is 24 in the State. 

Senator Warkins. And 19 of them operated in the red? 

Mr. Cornoa. That is correct. 
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Of the 5 that did operate in the black, there are 2 facts that 
distinguish them. Of the 5, 3 receive their power from the Bureau 
of Reclamation which gives them the advantage of the lower cost of 
power. The other two are in the eastern part of the State where 
there is a much higher density than in our particular area. Also, 
they are much older systems and have had the advantage of the 
lower cost of construction. Most of our systems in the State were 
built after the war and at much higher cost than the two large systems 
in the East. 

Senator Warkins. May I ask a question for background informa- 
tion so I will understand your testimony better? In vour State do 
you have a public utilities commission which fixes rates? 

Mr. Cornoa. Yes, I believe that is correct, that they do fix the 
rates of the private utilities. 

Mr. Aanpauu. We have a public service commission in North 
Dakota. However, as I understand it, it does not supervise rates for 
the REA’s. 

Senator Warkins. It does supervise rates for the private utilities? 

Mr. AANDAHL. Yes. 

Senator Warkins. Does it fix rates for cities, towns? 

The CHarrRMANn. Yes. 

Senator Warxkins. In my State I think they are outside the power 
of the utilities commission. 

Mr. AANDAHL. That is where there is a municipal system? 

The CHarrMan. I do not know about that. 

Mr. Aanpan. I doubt if it fixes for a municipality; it may, but I 
am not sure. 

Senator Warkins. It has no jurisdiction over the rates that may be 
charged by the Bureau of Reclamation. 

Mr. Aanpanu. No. 

Senator Warkrins. I just want that for background. 

Mr. Cornoa. Do we have a commission in any State that does con- 
trol the rates of the Bureau of Reclamation? 

Mr. AANDAHL. No. 

Mr. Cornoa. We were talking about estimating our future needs 
in the area. I have here some figures for eight of the systems in the 
State, all of whom purchase their power from the Bureau of Reclama- 
tion. The demand on the substations of those systems amounted to 
10,835 in 1953 at the end of the year, or a couple of months back in 
1953. They have projected their loads into the future and they come 
up in 1963 with an estimate of 56,487. So you can see they anticipate 
going from less than 11,000 to something better than 56,000 in 10 
vears. It makes it pretty impossible to know what is going to happen 
20 years from now. You can see, even if we contracted through 1963, 
the penalty that we would necessarily pay under the new setup. 

Senator Warkins. What do you mean by “penalty”? 

Mr. Cornoc. You have a minimum capacity charge in the new 
criterion. The amount which we will pay will depend on the amount 
for which we contract. Projecting our loads into the future and 
contracting for power that will be needed in the future, we will pay 
this capacity charge on that which will increase the cost of power to 
our system. 
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Senator Warxins. Do you consider that a penalty if you have to 
ay something to get the privilege of increasing the amcunt you need, 
he amount of power? 

Mr. Cornoa. I think it is. 

Senator Watkins. Whatever it is, that same rule would apply to 
ny buyer of power, any consumer, would it not, under the same 
rogram? 

\ir. Cornoa. Under this proposal. 

Senator Watkins. Any private utility coming in would have to 

e the same chances if it signed a firm contract? 

Mr. Cornoa. It would depend on how much power they had 
ontracted for. 

Senator Warkrins. They would be subjected to the same rule. 
hey would have to pay for that additional power if they wanted to 
‘it tied up? 

Mr. Cornoa. If they wanted the same amount of power 20 years 

m now that we may want 20 years from now, that is right. 

Senator Warkins. It applies with equal force to preference cus- 
ymers and the nonpreference customers? 

\ir. Cornoa. Well, I am not sure under the new setup that we are 

ung to have many preference customers any more. It probably 
does apply. 

Senator Warkrins. You do have them now and they have the 
ypportunity to come in under the law and take it first. They are 
by law given a preference. 

Mr. Cornoa. That is right. I am afraid we are losing that. 
(hat is why I am not sure we still have them. 

Senator Warxkins. You do not contend seriously that if you come 
n and said “There is 100,000 kilowatt-hours of power available,”’ 
that you would not have a preference to take all of that if you would 

willing to sign for it and show you could use it? 

\ir. Cornoa. We do not have that assurance. No, sir; we do 
not. If we do not and it is sold on long-term contracts to the private 
itilities with the recapture clause withdrawn from the contracts, we 
have no way of getting it again. We are no longer a preference 

stomer. 

Senator Warkins. If the power is available and you say ‘‘We want 
this for this cooperative,’ you are not saying now you could not get 
it if would take 100,000, sign up for it? 

Mr. Cornoc. I think that was one of the objections here this 
morning to my figures, that I could not get what I wanted. Am I 
correct? 

Senator Warkins. Maybe we are talking about two different things. 
| am assuming that under the law you would have the right as a 
preference customer to take whatever power was available that had 
not been sold. It was offered for sale at that time and you would 
have the first right to contract for it. You do not contend now that 
you do not have that right and it would be denied you, do you? 

Mr. Cornog. We have that right to apply for it; yes, sir. We do 
not know how much we are going to contract for. That was pointed 
out by the Assistant Secretary this morning. 

Senator Warkrns. You do not know how much would be available 
as between preference customers—in other words, you could not get 
it all away from preference customers? 
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Mr. Cornoc. You asked me if I contended if I applied for 100,000 
kilowatt-hours, and I could not get it - 

Senator Warkrins. It is available. I mean it is in production and 
it is there to be sold and you have a preference to it. What I thought 
you were saying was that in spite of the law you would not be able 
to get it because under this new policy they would not let you have 
it, which would be in direct violation of the law. 

Mr. Cornoa. I do not think I said that. 

Senator Watkins. That was what I was trying to find out. | 
thought you said that. 

I am assuming whatever the law is, the administration is following 

! get that from the witnesses who have testified. 

Mr. Cornoa. I have no way of knowing whether the administra- 
tion is following the law or not. As I stated, | am not an attorney 
and I really do not know whether they are following the Jaw or not. 
I think that is for someone else to decide. I do not think I am in 
position to answer. 

Senator Warkins. I got the impression you would not be able to 
get it even if it were available. I mean, your priority. 

Mr. Cornoa. As I stated previously, Mr. Chairman, it appears 
to me that we have these two choices: Either we contract on the 
short-term basis with no assurance of power at a later time, or we 
contract well into the future and pay this penalty. Either way | 
feel that it is going to have the effect, eventually, of putting us out 
of business. That is the way we see it. We are quite concerned. 

Mr. Helge Nvgren, who is president of our North Dakota State-wide 
Association of Rural Electric Cooperatives, has been here with us 
until just a short time ago. He is a farmer from out in the Flasher 
area. He had to leave. Mr. Obed Wyum, who is a former president 
of our North Dakota Association of Rural Electric Cooperatives, 
from the eastern part of the State, is still here. 

I have gone over all of the things that I have pointed out here with 
both of these men. They have been discussed at our State meetings 
and at our directors’ meetings and at our managers’ meetings. This 
is the way we see it: These two gentlemen here have gone over the 
information that I have here and agree with it wholeheartedly. 

I would like to point out in regard to the possibility of being put 
out of business, that is not anything new to me. As both the 
Secretary and the Senator know, I have not always lived in North 
Dakota. I have been out there only 4 years now. In 1941 I was 
manager of Genesee Valley Electric Cooperative up in Belmont, N. Y. 
I went up there prior to the building of any lines by the cooperative. 
With the start of the war we lost our allocation for copper, which 
meant that the svstem was not able to build at that time. Materials 
were supposedly frozen and the use of materials was curtailed. 

However, shortly after we closed shop up there for the duration, we 
thought the Niagara Hudson Co., the Rochester Electric & Gas Co., 
and the New York State Electric & Gas Co. built lines into the area 
that was proposed to be served by the cooperative; enough lines that 
the cooperative has never come into existence. It was put completely 
out of business. In serving the area, all of the farms in the area were 
not served; but I can assure you the farms of the nine directors of the 
Genesee Valley Electric Cooperative all got electricity and are enjoying 
it today. 


it 
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That is all l have. Thank you. 

Mr. McPuatn. In connection with one statement the witness made 
bearing on an energy point, I think it ought to be clarified. He men- 
tioned that the Garrison Dam is contemplated to be 200,000 kilo- 
vatts of firm power, although the installation will be 400,000. I 
think I ought to touch on that. 

As the operations of the Missouri Basin are now planned, there will 
be a large amount of water released in the summertime that will go 
down river for such irrigation as there is and navigation. In the 
wintertime the flow will be restricted to a lesser amount of water. 
Also, there is no one who has had the experience of operating a power 
system on the main stem of the river, and we do not as yet know how 
much we can vary the water in the river due to icing conditions and 
not cause downstream damage. 

Therefore, we have up to this time been able only to contemplate a 
substantially uniform flow of water in the winter time and have kept 
our estimate of firm power down to what that kind of operation will 
produce. Until we know more about how the river can be fluctuated, 
we do not feel that we are able to make any honest estimate of how 
much the actual output might be to meet load requirements. 

Mr. Cornoa. It is true there is a large block of power there that 
vill not be firmed up or not sold as firm power that could be firmed up 
through the use of steam, whether it be 200,000 or not. 

Mr. McPuatn. It could be firmed up by any other source, but we 
have computed the amount of power that would be available based 
ipon the average operating conditions, and we can now forecast them 
in the region. So the firm is relatively low as related to installed 
capacity at the Garrison site. 

Mr. Wisn. How much steam will it take to firm it up to the 400,000? 
How much steam would you have to generate or buy? 

Mr. McPuai. It will take 200,000 kilowatts more because we need 
the peaking capacity. 

Mr. Wiss. You would add that to what you could sell? 

Mr. McPuarn. We would add 200,000. If you have peaking capac- 
ity so you keep vour river flows at a uniform level, then whatever you 
add in the way of peaking would be that much more firm power up to 
some given level. 

The CHatrMaNn. Call your next witness. 

Mr. Smiruey. Mr. Harold Ebaugh. 

Before you proceed, were you among those witnesses who stood and 
took the oath which Senator Langer administered at the beginning of 
the hearing? 

Mr. Esavan. Yes, sir. 


TESTIMONY OF HAROLD EBAUGH, MANAGER, HILL COUNTY 
ELECTRIC CO-OP, HAVRE, MONT. 


Mr. Enauau. I presume you want my name. Harold Ebaugh. 
I am a manager of the Hill County Electric Cooperative at Havre, 
Mont. As a bit of background as to myself, I have been at repeated 
hearings—Senate hearings—in regard to REA, appropriations, and 
public power transmission lines. I am a former employee of the 
Montana Power Co. I am a native Montanan. 
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I might state that our ancestry goes back in Montana to some time 
when my dad arrived in Montana back in 1876. Then he was con- 
sidered the fourth white boy in the State of Montana. So the name 
Ebaugh, even though it is not in Vance Austin’s background, is 
somewhat known in Montana. 

[ have been accused of many things. So far, I have not been proven 
guilty of anything that I have been accused of other than an advocate 
of the REA program. If that is detrimental to my character, then 
I guess I shall have to stand as being labeled as an REA advocate. 

There have been a lot of things that went on in this hearing here 
that have been very interesting tome. Up until the time I came here 
I did not know the Honorable Secretary or his assistant or the attor- 
ney, but I am very well acquainted with Mr. McPhail. We have had 
many discussions on power sources for our own local project there in 
Havre. Iam sure that everybody that is in hearing distance of my 
voice will very well remember the fight we made for a public power 
transmission line called the Havre-Shelby transmission line. If that 
labels me as a public-power man, I so stand labeled. 

But | want to explore just a bit, if you accept that as a public power 
label, why | acquired that particular label. Our little project there 
in Montana—and I say it is little, in that we have about a mile and a 
half of distribution line to each consumer we serve—makes it some- 
what little in consumers but probably large in mileage. Our primary 
interest was to obtain low-cost power so that we could construct our 
Hill County Electric Cooperative. 

I think I hold the distinction—I do not mean the Lord Calvert type 
of distinction—of being a manager on a system in Montana that 
started with the system. I have always made the statement that I 
probably bought the first pencil that our cooperative had, so I have 
been with it since 1946, in July. I have seen it grow. I have seen 
that little baby grow into a pretty nice little business, and I hope that 
it continues to grow. I think it will. 

[ am here not only as a manager of that system of ours, but I am 
also here as 1 of our 16 representatives, which our legal man told you 
he was the representative of—this Missouri Basin Electric Consumers 
Association. I happen to represent Montana on that. I was ap- 
pointed by our State president and later elected by our State associa- 
tion members. 

My notes were drawn up on a very hurried trip down here after | 
received the subpena, and I wrote these notes on a Northwest Airline 
bouncing around. Not knowing the testimony here, most of the stuff 
[ have has already been covered. But it is my understanding we are 
here to try and point out why we do not like this power criteria, and 
if we do not like it, what do we think it is going to do to us. Or what 
is going to happen to us if this thing goes into effect? Why do we 
base our reasoning on this? That is my understanding. What 
monopoly is going to come out of it, be it private power or public 
power? 

I will state this for the record: That I am not a public-power 
advocate in the true sense as outlined here of a Federal monopoly of 
all power. I think there is a great opportunity for all of us in this 
program, but why did I receive my label of being a public-power 
advocate? We have to go back to 1945. I will try to make this as 
short as I can. 
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The CuatrmMAN. Take all the time you want. We are very inter- 
sted. 

Mr. Enaueu. In 1945 our project was started. The first meeting 
vas held on November 15, whereby the same group of people with 
the same pattern which has been true in the other thousand cooper- 
itives, REA cooperatives in the United States, banded together to 

rve themselves electricity. Of course, they made their application 
through regular channels to the REA. Of course, one of the big 

hings—and being a manager, I am concerned with it—is your cost 
of wholesale power. We have to pay our loans back with interest. 
We must pay all our other operative costs, including taxes. I have 
been accused as a manager of a cooperative of not paying taxes, but 
| just got done signing checks for the various counties amounting to 
$10,000 worth of taxes in our corner of the State. 

When these loans were first made—and the REA records will show 
this—our power cost was figured at a 5%-mill rate, which is and was 
the Bureau of Reclamation in our area. It is the regular rate you 
have. But after we received our loans, we were not able to receive 
5\-mill power because the Bureau of Reclamation had no facilities 
to serve us power at the voltage which we wanted. 

There is a transmission line right through the heart of our project 
called the Fort Peck-Great Falls line of the Bureau of Reclamation. 
It was built back in about 1932, I think, to take construction power 
from Great Falls to Fort Peck Dam. It still is in operation. This 
line is a 161,000-volt line. Of course, we cannot take that voltage 
because we could not afford to take a substation into that high voltage 

So we were forced to buy power from the only other source of power 
we had available in the area, which was Montana Power Co. They 
charged us a 9%-mill rate for power. In 1946 we started our construc- 
tion. In 1947 I was reelected to the State board of REA Association. 
We started looking into our power costs, as any good business organi- 
zation would do, trying to analyze the cost. We actually found that 
the retail power rate of the Montana Power Co. was cheaper, in 
several instances, applied to the rural electric cooperatives than the 
wholesale power rate that we were paying. 

I want you to get that. Their retail rate was actually cheaper 
than the wholes.le power rate which we got. I have always been 
under the impression that wholesale, when a man says “T will get it 
for you wholesale,” he is going to give you a saving. But we were 
not getting a saving in that case. 

On January 15, 1947, a group of us went to the Montana Power 
Co. in Butte and asked them for a rate reduction from the 9}-mill 
rate down to the Bureau rate or some rate reduction. We asked 
not specifically for anything other than we hoped to get down to the 
Bureau rate. The Montana Power Co. people told us, “No; if we do 
anything, we will raise your rates.”’ 

Well, where do we go from here? We said, Now we hear there are 
wheeling contracts available whereby Federal power can be wheeled 
over your lines to the various cooperatives in the State. They 
laughed at us and said, in effect—and I am not quoting them—that 
those lines were theirs and they were going to operate them as theirs 
and they would not enter into any wheeling contracts for us. There 
you stand. What do you do from there? 
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There is only one thing to do—let’s get on the Bureau’s tail and see 
f we cannot get a substation or a transmission line. That is exactly 
what we did. We fought and we battled on it. Mr. McPhail and 
[ had a lot of arguments on that. It was in the budget and it was out 
of the budget. It was approved and it was disapproved. You know 
the fights on it as well as Ido. I practically wore out the seat of my 
pants coming back and forth here for hearings on an oe 

All the time, what was happening? On April 19, 1950, after the 
Senate had restored — Havre-Shelby line, what Siaee ned? Your 

regulatory body in the ate of Montana, the pub lic service commis- 
sion, approved a rate éckaiale introduced in the morning by the 
Montana Power Co. They took it under consideration and approved 
it on April 19, 1950; called REA Schedule 50, which was the identical 
rate to the Bureau of Reclamation. Why? 

There is only one reason why—to stop any future transmission line. 
It would be entirely possible that the Bureau of Reclamation could 
not justify construction of any few or any more transmission lines in 
Montana. I think that still stands. There have been no more, to 

knowledge, other than the Havre-Shelby line. 

Senator Warkins. Were you able to get the power? 

Mr. Esaueu. Oh, ves. 

Senator Warkins. Had you applied to the commission prior to that 
time for a rate? 

Mr. Enauau. No, we did not. 

Senator Watkins. They did this voluntarily? 

Mr. Eraven. I think they did it voluntarily because they had to. 

Senator Warkins. I am not acquainted with the operations in 
Montana. I was wondering about the public utility commission, if 
you had applied to them to get a rate. 

Mr. Esavau. I am sure you are not familiar with our public serv- 
ice commission in the State. 

Senator Warkrins. Frankly, I am not. That is why I am asking 
the question. 

Mr. Enaveu. There might be some personalities that get into that, 
but I am sure our commission would not have a favorable ear to listen 
to a request for a rate reduction. However, when we did question 
our representatives on this commission as to why there were no hear- 
ings on it, or why they approved such a rate in such a hurry, do you 
want to hear the answer? 

Senator Warkrns. You are testifying. 

Mr. Esavuenu. They said, ‘We will never question to have a hear- 
ing when somebody wants to lower their rates.”” That was good news 
to us. 

Senator Warxkrins. You would not have objected? 

Mr. Esaveu. No. Not as that rate reduction applied. It is part 
of the testimony here to show that that monopoly still exists in Mon- 
tana. That is what I am building up to. 

Senator Warkrns. I was interested when you said they were selling 
retail cheaper than they would offer you wholesale. I was wondering 
why, then, you did not go to the commission and file a petition. 

Mr. Esavau. I cannot say the cooperatives down at Billings did 
not go to the commission, because I do not know that. They may 
have, but my personal opinion would be they did not; but I do not 
know they did not. 
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Senator Warkins. I am sure Congress would be interested in 
nowing What State commissions do about these matters when they 
are presented. We ordinarily expect States to carry their share of 
the responsibility, and where they do have these commissions and 
where there is a grave injustice, we want to know if the people who 
re being discriminated against take the remedies, go back and see 
why they cannot get fair treatment. 

Mr. Enaveu. It is not part of this power thing, but I could cite a 

‘that I happen to be working on, too, a gas hearing which we have 
mall application to our public service commission in and have been 
treated very unfavorably. 

Senator Warkrns. The fact is, you did not, however, apply to the 

ate commission in respect to this alleged discrimination? 

wr. Knauan. I did not, no. 

Senator Warkins. Did the cooperative? Is it located in Montana? 
Is it in a position where it could go into the State of Montana? 

Mr. Enauven. Yes. 

Mr. Smrruey. It could have been possible that others did apply ? 
Was that not the substance of your testimony? 

Mr. Esnavenr. That is very possible. 

Senator Warkins. You do not know whether they were given relief 
or not? 

Mr. Enauau. They were not given relief, to my knowledge. 

Senator Warkins. You do not know whether they applied? 

Mr. Esaveu. No, I do not know they applied, but I do know they 
were not given relief until April 19. 

Senator Warkins. If they did not apply, they probably would not 
get relief if no one kicked about it. 

Mr. Enauan. It is very possible. 

To try and show the pattern a bit further, we have to get into a bit 
of politics, | guess, on the State level. I have always been of the 
opinion that some of our larger companies in Montana control Mon- 
tana. That is, our State commissions and our State legislature. That 
ismy own opinion. I want to bring that out in trying to paint a little 
bit of a picture as to how this monopoly on the private power side is 
being built up in our State. 

Under the statute of limitations in Montana—and I am not a lawyer, 
either, but a lineman as the power company testified once in hearings 
cities and municipalities are limited to engineering into a 3-year con- 
tract on such things as street lighting. I may be wrong in the date, 
but I believe it was 1950 when there were introduced in our State 
legislature 3 bills or 4 bills, house bills 3940, 3941, and 3942, which 
appeared quite innocent at first but which did erase the statute of 
limitations whereby a utility could enter into a contract with a munici- 
pality for terms longer than 3 years. In fact, it stated 20 years. 

T hat i is interesting because we have 20-year contracts prese nted here 
for 2% days. We were successful, and I say “‘we,’’ the State associa 
tion, in having those bills defeated, because we could see that was a 
start of further monopoly. In other words, if a utility could enter into 
long-term contracts with municipalities or rural districts for their street 
lighting for a 20-year period, it would be very, very difficult for a 
municipality, if they so desired and so voted, to put in their own 
municipal systems or municipal street lighting. 
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That was back in 1950. In our last State legislature, and this is 
the one that really hurts, there was a bill introduced called senate bill 
104 which was a bill that called for the repeal of the State Electrifica. 
tion Act of 1935, which has been on the books ever since 1935 but which 
has never been used. That gave the State of Montana the right to 
construct, operate, and maintain transmission lines and to sell revenue 
bonds. The Montana Power Co. openly, very openly, supported the 
repeal of this bill, and they were successful. They got it repealed 
Therefore, the State of Montana now has no provision where it cay 
go in and build a line similar to the Havre-Shelby transmission line, 

Again I say, where do we go from here? This power criteria, a 

new marketing policy, has been kicked around here. If I was con- 
fused before I came in here. ] do not know where | stand now. I am 
just as confused. As our last witness said, all I can go by is what | 
read in the criteria. But [ wanted to point those things out. We 
are going to be at the mercy of the private utilities in Montana if 
we are unable to receive all of our power needs from the Bureau of 
Reclamation. 
I might state this for the record, too: That in my own project, 
and I call it my own project; it belongs to the members but it is a 
personal touch I have given it. ] am a direct customer of the Bureau 
at 2 places, 2 substations. I am a customer of the Montana Power 
Co. at one substation, and Iam a customer of the Bureau under your 
wheeling contract. 

So I have 3 segments of sources of energy through 3 different, con- 
tracts. They have been satisfactory. As we understand this power 
criteria—and I think it states in there, but I do not have it in front 
of me and I will not get it out—if we are unable to receive all of our 
power or when all of the power that is available is under contract or 
used up to the preference customers or nonpreference customers (it 
doesn’t matter), in this case we still must seek elsewhere for our source 
of power. That is why I wanted to bring out that we have no other 
source to go to except Montana Power Co. ora steam generator. I am 
very concerned about that. 

We feel in Montana that we are going to have a rate increase, | 
think that has been evidenced here. How much, I do not know. 
[I am a little bit suspicious as to how far it might go, but that is not 
the important thing right at the moment. 

Senator Warkrins. Is a case now pending before your commission 
for a rate increase? 

Mr. Esaveu. Not to my knowledge. 

Senator Warkrns. They have to get an order, get permission of 
the commission before they can raise it? 

Mr. Epaven. That is the private utilities, yes. But T am a bit 
concerned about what the Bureau of Reclamation rate will be. We 
have evidence here that there might be a slight increase. I do not 
know what it is going to be, nor does anyone else at this time, to my 
knowledge. 

I might just put in right here to substantiate a bit more on this 
rate increase, why I am a little concerned about this, even with the 
private utilities. This letter is dated December 2, 1953. It is signed 
by a manager of the Big Flat Electric Cooperative, which is my 
neighboring cooperative, | might explain a bit about it, in that Mr. 
Eton called me on December 2 and asked me if the gentlemen Visiting 
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m had visited me. They were power company representatives. I 

d “No.” 

The text of the letter is this: 

Dear Haroup: This letter is verification of our conversation over the telephone 

ay, Whereby I told you that a social call was made to my office yesterday by 

fontana Power Co. officials in the persons of Mr. Dix Chevalier, division manager, 
at Falls, Mont.; Mr. R. C. Setterstrom, industrial engineer, Butte, Mont.; 

1 Mr. Frank Hromas, local manager, Malta, Mont. 

During the course of the visit, Mr. Setterstrom casually made the remark 

it, “You know that we are selling you power too cheaply. We have to pay 

mills for our power, plus paying 2% mills taxes and then resell it to you for 
mills.” I interpreted this to mean that we were due for an increase in whole- 

» electricity when our present contract expires, or sooner, if possible. 

To bring out another point, and again I apologize for not having 
this in the order of our very able Vance Austin in having it all down 
in an easy Manner to bring it out—— 

The CHatrMAN. Don’t let that worry you. You put it in any way 
vou want to. 

Mr. Esauau. Spite-line activity, as we know it, is something that 
| have had some experience with in my own project. It again points 

ip to monopolies as to how the private power companies try to hold 
on or get a hold - everything that is worth getting a hold of. I do 
not recall the year, but I was employed by the Montana Power Co. 
as a lineman at the time. We were alerted, and that is a good word 
with civil defense, to be ready to move at a minute’s notice down 
into the Toston, Mont., Dillon area to construct a line to beat the 
Vigilante Electric Cooperative into the little town of Toston. That 
was back in 1938. 

Fortunately, or unfortunately, I did not have to go down there. I 
guess the co-op beat the power company in there. But on my own 
project and what the Bureau knows as the Marias Irrigation District 
on the Marias River, Tiber Dam—lI am sure the Senators will recall 
an appropriation for that—this is a new irrigation district being 
created. 

In the original plan there was to be about 128,000 acres under ir- 
rigation from Tiber Dam. ‘This area will be so set up that there will 
be several new families put in there between 200 and 300 on the first 
plan. That will probably be over a 10- or 15-year period. I do not 
know how long it takes the Bureau to do that. But it appears that 
it will be a very nice load. Two or three hundred new accounts is 
good business in anybody’s book. But in this area there was a group 
of people who have been there for probably as long as 40 or 50 years 
without electric service who immediately became preference cus- 
tomers of the Montana Power Co., even though they were applicants 
of ours and we had an allocation to construct and build lines in the 
area and we were building the line in the area. 

The Montana Power Co.—and I am going to use the word “snuck” 
snuck in there on a Saturday afternoon and a Sunday and started 
building line right over the top of our poles and our station. 

The CuarrMan. They must have been alerted. 

Mr. Esavuau. I reckon they were alerted. We were very new. 
We did not have a reserve of conduit or wire to immediately string 
on the poles we had in the air, so consequently the power lines of the 
utility were completed before ours and the customers received service 
from them. However, in the same general vicinity—I believe it 
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was the town of Galata, a very small town—they did similar things. 
But after they got their system completed, the folks in the area, all 
but one depot agent, said, ‘‘We will take power from the coope rative.’ 
So the Montana Power Co. did sell this little distribution system in 
the town of Galata to the Marias River Electric Cooperative. 

[ have offered to buy this line they built in my area, but today | 
have not been successful. I want to bring that out to show you we 
are ho! dealing with a bunch of boys that sit down across the table and 
say, ‘‘Let’s work this thing out.” 

When the private utilities want something, they will go out and get 
it. They have the financial backing to do it. That is one case. 

Another case which directly involves the Bureau of Reclamation 
and another Federal agency that I recall—I briefly talked to Mr. 
MePhail about this during recess—was an Air Force base in Great 
Falls, Mont., which incidentally | worked on in the electrical installa- 
tion as a loaned employee of the power company to the contractor. | 
became quite familiar with their setup at that time. 

They had been paying this old 9-mill rate for their power from 
Montana Power Co. at this East Great Falls Air Forces Base. The 
power manager for the Bureau of Reclamation in Great Falls, Mr. 
Chesley Brazil, who is now no longer with the Bureau, worked out a 
contract with—probably I should say a proposed contract—the Air 
Force or the Army or whoever is the governing agency there where 
they would sell them Bureau of Reclamation power from the Rainbow 
Dam which is the termination point of the Fort Peck-Great Falls line, 
approximately a mile and a quarter, a mile and a half of line into there, 
t a substantial saving under the old existing rate. 

But again the private utilities got wind of it, were alerted, and 
immediately prepared an even better contract by some of the terms 
and the similar rate, as | understand it. If that is not correct as to the 
rate, Mr. McPhail, I will stand corrected. I assume you knew about 
that. 

Mr. McPuai. I do not know what the rate is, but they are serving 
the airbase. 

Mr. Esaveu. Anyway, I want to bring out those things. That 
is why we little cooperatives try to throw our chests out and say we 
are pretty big business, but our little $3 million cooperative is not big 
business compared with the Montana Power Co. Yet the 25 co- 
operatives in the State of Montana comprise quite a big business in 
Montana. 

One other thing I wanted to point out to your committee because 
I have sought personal—let’s call it—apology for my own personal 
dignity for what took place against me by the private utilities. | 
might state that possibly there will be some other repercussions from 
my appearance here. I do not know who all is in the audience, but I 
assume there are representatives here who will carry my remarks 
back to the proper officials of the Montana Power Co. 

Senator Watkins. They will not have to do that. It is going to 
be reported and they will get a copy. I think the telephone wires will 
probably be faster than the reporter. 

I live in a new district in Havre, Mont. We have never had street 
lighting in that area, but there was a proposal made to bring in street 
lighting to our residential area. For years the city of Havre has 
always, under their improvement districts, created a special improve- 
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ment district, called for bids, installed the street lighting, and operated 
nd maintained it. They purchased power from the Montana Power 
Co. on a set energy basis. When this proposal came up in our area 
or the signing of this petition, immediately another petition appeared 
hereby the Montana Power Co. would graciously step in and at no 
cost to the taxpayers would be glad to install the said street lights for 


| guess that is where that public power label hit me again. I like 
to own things. I hke to own that street light business out there as a 
resident and a taxpayer of the city of Havre. I wanted the city to 
own that street lighting out there, not the Montana Power Co. So 
| proceeded—and this is important—as a taxpayer on that property 
in front of my place and not as a representative of the little county 
electric cooperative, to do everything in my power to maintain that 
the city of Havre would install that street light and not the Montana 
Power Co. That is my God-given right and I will fight for it forever. 

But what happened? Immediately I was labeled again as fighting 
the private utilities. Two of their representatives—and I do not 
have any documents to back it up other than the evidence of the man 
that came in to investigate me from the Rural Electrification Ad- 
ministration—Mr. Hanning Chambliss and Mr. Burns appeared at 
the Administrator of REA’s office in Washington in July of this vear 
requesting him to do something about me because I was interfering 
with their business in the city of Havre. 

The private utilities will go to no end. They were strictly un- 
justified, because I do work for a cooperative which the Federal 
Government holds a mortgage on through the Rural Electrificaticn 
Act. They were wholly unjustified in coming in here to the Ad- 
ministrator of REA and trying to get me to shut up. That is wrong; 
very, very wrong, and I do not like it. 

[ called the Montana Power Co. when the representative of the 
REA came in to investigate my activities and asked for a public 
apology for that. I was told by the very gentleman mentioned in 
this letter that he would see me within 2 weeks, that we would discuss 
it. That has been 24% or 3 months ago and I still have not seen him, 
nor have I discussed it any more with him. 

Referring again to this letter, when they called on my neighboring 
pays set they had to go through the city of Havre by road to get 
to this cooperative. They told this cooperative they were visiting 
all of their consumers that purchase power from them, their co- 
operatives, to discuss this new rate with them. I have been in my 
office and I have vet to see them. Why don’t they come and see 
me if they have something to say? 

That is just a little sideline to show you that we as managers of 
these electric systems are constantly under attack because we try 
in our humble way of working for our cooperatives for their best 
interests in public power, if that is the lowest way of getting it. 
Because you werk for it, every other thing you do in your private 
life—which are your own opinions—is constantly under attack. 
That is just a bit of background, but it is a fact. 

I cannot answer or speak for all of the cooperatives in Montana as 
to the financial effect that this power criteria may or may not have 
on them. I do know this: That no utility, private or—I should not 
say private—but no utility such as an REA cooperative could enter 
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into a 20-year contract for firm power. It is just impossible. You 
cannot anticipate your loads that way. 

We have made a lot of studies on our own project. We have our 
own engineer, a very brilliant engineer. We have come to the con- 
clusion that we cannot enter into a 20-year contract. The Glacier 
County Electric Cooperative at Cut Bank has made a very extensive 
study 

Mr. Aanpaut. May I ask a question here? 

The CHarrMan. Surely. 

Mr. Aanpaut. If your load at the present time is 5,000 kilowatts, 
and you expect that it will grow to 5,500 during the next 3-year period, 
and you will be pretty sure that load will continue into the future, is 
there any reason why you cannot contract now for 5,500 kilowatts on 
a 20-year basis? 

Mr. Exsaven. That is a question you can answer two ways; yes and 
no. That is, as 1 see it. As I read the criteria—and I am not going 
to give you a flowery speech—if I knew that was all I was going to 
have, I think the answer would be “Yes.” But I do not know what 
our loads are going to do. Maybe they will double. They may fall 
off below that. I do not know. 

Here is the thing: I have no assurance, other than the criteria, 
that if I entered into a 20-year contract for 5,500 kilowatts—in fact, 
the criteria says when I had contracted for that, that is all I get. If 
| contract with you folks for 5,500 kilowatts and all the other available 
power was gone, that would be all I would get, would it not? 

Mr. AANDAHL. That is correct, but we know in the Missouri Basin 
that additional blocks of power are going to be coming in for 3 years. 

Mr. Esaueu. For 3 years. 

Mr. AanpauL. 1960. I do not know how far back that block will 
get. Will it get back to Havre, Mr. McPhail? Will Fort Peck 
come back there? 

Mr. McPuatt. It depends. It will be a displacement and equali- 
zation of the power over the system in accordance with the demands 
on the system. 

Mr. Esaucu. May I ask one question for my own information? 
You will have transmission lines tied back on. Odahe is probably 
below Garrison, and Garrison back into Fort Peck. I do not even 
know where it is. 

Mr. McPuai. It will be connected by a common backbone trans- 
mission system. 

Mr. Aanpaagt. It is right near Pierre, S. Dak. 

Mr. Esavan. If it were all gone and ‘only contracted for 5,500 on 
a 20-year basis, that would be all I would have. 

For the record, then, I see no reason myself as to why this market- 
ing criteria, as I have it in my briefease—I cannot see why we have 
to have such a criteria. | can understand the Bureau’s part and I 
can understand the Secretary’s part. I imagine that every coopera- 
tive that the Bureau serves is exceeding their contract demand under 
the present contract. Iu other words, on my own particular case | 
know I am buying more power from the Bureau than I have under 
contract with you. 

Mr. McPuai. That is generally true. There are a few odd 
instances where they have more contracted for than they are using, 
but in general you are using more than they have under contract. 
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Mr. Esaven. I think that is true in most all of the 12 cooperatives 
hat are directly affected under Fort Peck power. They are in 
eastern Montana. 

We have always been able to turn on the light bulb in these farm- 
houses and know the Bureau of Reclamation was going to continue 

serve us power. Maybe we are fortunate there in having the 
Havre-Shelby transmission line, a new line with adequate capacitys 
and adequate substation capacity, and maybe we should not be as 
concerned as some of the other cooperatives. But down in the Circle 
area, and again for information to take back, I understand that sub- 
station is overloaded now. It is a Bureau of Reclamation substation. 
The cooperatives buy power from it. It is overloaded. 

[ do not know whether I am right im asking a question, but does the 
Bureau anticipate increasing the substations where there is a known 
need for that mcreased capacity at that particular substation? I am 
thinking just of Circle, and probably Mr. McPhail is familiar with 
that. 

Mr. Aanpauu. I would say a general matter of policy, wherever our 
lines or our substations do not have the capacity to transmit the 
power that we have for sale and they are in there serving the basic 
service, we will recommend that the capacity be increased and will 
ask for appropriations to do it. 

Mr. Esnaueu. lam very happy to hear that because in the particular 
cooperative affected, it would be a terrific expense for them if they had 
to increase that capacity. 

Mr. AANDAHL. We want to keep our transmission facilities up to 
the standard that is necessary to do the job that needs to be done. 
We always recognize that if the transmission line that the Bureau has 
is the basic trunk into an area and there is a customer in there who 
wants power that is not Bureau power, and we have excess capacity 
in our transmission system, we will give the outside customer a wheeling 
arrangement over our facilities. 

If in the integration of the power resources of the area it seems to 
be to the advantage of the area to have Bureau transmission increased, 
we might even go a little farther than that. We want to do all we can 
to integrate and bring the power to the people under the most advan- 
tageous circumstances. 

Mr. McPuam. If you do not mind, I will give you more information 
on your question. In the particular area served by the Fort Peck 
project, we supply power to 31 cooperatives. At the present time 
they have a total firm kilowatt of contracts of 27,420. In October 
1953, which is not the peak month of the year, their combined demand 
was 36,045 kilowatts. 

Mr. Esaueu. You say that is just out of Fort Peck? 

Mr. McPuat. Yes. 

Mr. Esaueu. Again, for my information, what is the capacity of 
Fort Peck? 

Mr. McPuaiu. Fort Peck has an installed capacity of 85,000 
capacity. 

Mr. Exsaveu. Is that firm or is it 50,000 firm? 

Mr. McPuait. I do not have the figures of firm offhand, but in my 
opinion it is substantially all the firm because the site is as yet not 
fully developed. 
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Mr. Esavan. If we were off the record, I would still ask these 
questions. 

In Fort Peck I think there are two 35,000-kilowatt generators there 
and one 15. Don’t you figure firm on that particular dam as being the 
total as firm with one generator going? 

Mr. McPaaru. Not ne essarily. 

Mr. Esaveu. With Canyon Ferry on the Missouri River by East 
Helena, which is a Bureau project, coming in, the Bureau of Reclama- 
tion has built a double 115,000-volt tie line from Canyon Ferry over 
to East Helena to tie into the existing transmission lines of the 
Montana Power Co. which are the ones that go from Great Falls to 
Butte. Then you have a wheeling contract for the excess capacity 
of those lines back into Great Falls; is that correct? 

Mr. McPuai. Not quite. We have a contract, a wheeling con- 
tract, which reserves the capacity sufficient in the Montana Power 
Co. lines to take all of the Canyon Ferry output back to Great Falls 

Mr. Exsavueu. It is provided that way, that you could take the 
50,000 kilowatts back to Great Falls? 

Mr. McPuair. That is correct. 

Mr. Esaven. I did not know that. We are misinformed on that 
particular case. 

There is no preference customer going to receive any Canyon Ferry 
»ower direct from my Bureau line in that area, is there? 

Mr. McPuam. There are no contracts at present. 

Mr. Exsauau. I do not know of any. 

Now we come to another question. Montana has the unique 
position of having the Continental Divide right in the heart of Glacier 
National Park. We have both the Missouri River and the Columbia 
River. It is just awful hard for our farm folks to understand why 
the people in the Kalispell area—which is on the west side of the 
Continental Divide—are able to get Bonneville power for 3 mills 
and we, some 150 or 200 miles from there, have to pay 5% mills for it. 

If there is going to be—and this is not new, I have brought this 
up to Mr. McPhail before and the folks ahead of you—why, just 
because it is the Columbia River or the Missouri River, can’t those 
systems be integrated and bring an overall power saving to the area? 

Mr. Aanpauw. I would suggest you go out in the Bonneville area 
and suggest to the people out there that their system be integrated 
with the Missouri Basin system so we can have lower rates in the 
Missouri Basin, and we will get the answer. 

Mr. Exsauaeu. I can see your point. The point I am getting at is 
that if you are going to have to raise our rates on the east side of the 
divide and Dr. Raver of Bonneville is going to have to raise his rates, 
maybe we could hit a medium between there where we will both be 
happier. If an engineering study were made of a high voltage trans- 
mission line from Oahe clear down to Pierre, S. Dak., over to Seattle, 
Wash., it might have some economic features which could make that 
rate more equitable and maybe lower ours a little. I do not know. 
I am suggesting that. 

Again, you would have to say I was a public power man, but if it 
were possible that we could have a lower rate, I think that possi- 
bility should be explored. 

Mr. AANDAHL. We of course are interested in reasonable integra- 
tion. I think that nationwide integration is a little too big but we 
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want to see reasonable integration and the greatest possible advantage 
that can come from it. 

Mr. Exsauen. I know the Haver-Shelby transmission line termi- 
natesat Shelby. Itis only a 115,000-volt line. It is limited capacity. 
l will agree with you there, but the distance from there to Hungry 
Horse Dam which is a Bureau dam, is not too far. Maybe it could 
be worked out so we could lower our rate. 

Senator Warkins. You understand that the rates are based some- 
what on the cost of building the project, and the amortized payments 
they have to make to the Bureau. 

Mr. Esavuan. Yes. 

Senator Warxrins. Probably power is cheaper to produce on the 
Columbia side than on the other side. 

\ir. Esaueu. They probably produce more kilowatts. 

Mr. AANDAHL. I think there is quite a decided difference between 
the Columbia Basin and the Missouri Basin. The Missouri Basin is a 
long river with a relatively small drop, and we have to have sizable 
dams and there is considerable cost in getting the installations, and 
we have long transmission distances, scarce population, and all of 
those things tie together to make higher costs than the Missouri 
Basin, 

Senator Warxkrns. I would like to call your attention to this and 
to the committee, too, that sometimes it might be a disadvantage to 
a community to have Columbia power brought in. 

Mr. Enavucu. That may be. 

Senator Warkins. In our area we do not want them to bring Idaho 
and Columbia power in there. We want to develop the water rights, 
and the power in our own area. If they could bring it in from Columbia 
into that area, it would probably make impossible the building of our 
upper Colorado storage. It is not only the power that is involved. 
We want to put to a beneficial use the waters of the upper Colorado 
that have been allotted to Utah. If they bring in cheap power from 
Columbia, we probably could not get a fe asible project because we 
would not be able to sell our power at a high enough price to help 
build the overall development. So we just simply say as far as Utah 
is concerned, we hope they do not try to bring it in. In fact, we want 
to write it into our contracts with the Bureau that they should not 
bring it in there so it would make impossible the development of our 
own area. 

Mr. Esaucu. I can understand your point all right. That, of 
course, I believe goes along with our philosophy. I don’t have the 
figures, but there is about a million kilowatts of undeveloped hydro- 
electric power in Montana that we certainly hope the Department of 
the Interior goes in and builds some dams on the Missouri River. 

Senator Warxrns. I hope they do. 

Mr. Esaveu. That is right south of our project. 

Senator Warxrns. As a member of the Interior Committee which 
handles these matters— 

Mr. Esauen. Consider that as a request from a lowly manager, 
please. 

Senator Watkins. We all work together in the West on reclama- 
tion. There are no party lines there. We go right after it. 

Mr. Esauau. When you go into talking polities, youloseme. When 
I start talking REA, I don’t want to talk politics or when I start to 
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talk power, I don’t want to talk politics, because my politics are 
different than yours. You see, I am a Democrat. 

Senator Warxrns. I can see there is a slight difference. 

Mr. Esaucu. But I was very happy to hear you say we are at least 
all working for the same thing. That is why I am here. Regardless 
of whether I am a Republican or Democrat, I don’t think that is the 
issue. ‘The issue we are after is to try to get the lowest possible cost 
for our power. 

Senator Warxins. That is why I say there is not any difference 
between Democrats and Republicans on that score; when it comes to 
paying the bills and developing our communities, we all want it. As 
far as I know, it has never in the years past been a political issue at 
all. 

If somebody comes along and says the other party won’t do any- 
thing about it, it is a lot of bunk, because as far as I can see, when we 
operate in the committees and the Senate the 17 States, and all their 
Senators get behind all the reclamation projects that are feasible. 
We all fight for it as a unit. 

Mr. Esaueu. In your committee hearings when you go to vote on 
something, whether the chairman says, ‘‘ Republicans hold up their 
hands on an issue”’ or ‘‘ Democrats hold up their hands,’ I don’t know 
how you vote, you vote on the issue, don’t you? 

Senator Warxrns. I think you are right. 

Mr. Exsaucu. That is why I say it is very immaterial whether I am 
a Democrat or Republican. I was raised in a Republican family, but 
sometimes our opinions differ. 

Senator Warxkins. You see, the Republicans started the reclama- 
tion program and the Democrats became converted and we have all 
been one family ever since. 

Mr. Esaucnu. Wonderful. Let us keep it that way. 

Senator Warxkins. The reason I made the comment was because 
when you talked about getting the cheaper power from Columbia, 
sometimes it is not a very good thing for your State. You might not 
get your irrigation water developed or your projects developed. If 
that power comes in and they build all the possible dams on the 
Columbia, they maybe send a lot of power out of there. That has 
worried our reclamation people in the State themselves who are 
planning the projects. They say if this power comes in from the 
Snake or the tributaries of the Columbia, it may have a profound 
effect on what we can do, and whether our projects would be feasible 
or not. We cannot live there, no matter how much power we have, 
unless we have water for consumptive uses. We are in an area as 
you are in Montana where we have to have water. That has prior 
consideration with us, the water for consumptive use first, and power 
second. The power makes possible the overall complete development 
of our streams. 

Mr. Exsavucu. You heard the description of Montana and the dis- 
tances between farms, did you not? 

Senator Watkins. It is probably the same as in Utah. 

Mr. Enavuan. Probably. But, regardless of that, Senator, putting 
it another way, as I went across down into San Francisco, last year, 
they had the signs there that limping jackrabbits had the right-of-way, 
and that is just about the same distance in Montana between our 
farms. 
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[ do not have the figures with me to show you accurately what, 

using our anticipated growth for 10 and 20 years and applying the 

nnual capacity charge and the regular rate to that, what it would 

ct us in dollars and cents if we were permitted to enter into those 

ntracts. But I do want to submit to the committee this breakdown 

de by the Glacier County Electric Cooperative and the Marias 
er Cooperative at Cutbank, which shows their increase. 

For a 10-year period it will increase their cost 6.49 percent, on 6,000 

wwatts. Ona 20-year contract, using 8,000 kilowatts as their antici- 

d growth, it will increase them 11.15 percent. 

In dollars and cents, I better not quote that, because they are not 
my figures, and I may get in trouble. I will present that for the 
record, if I may. 

The CHAIRMAN. You are presenting the first page? 

Mr. Enauanu. No, the whole thing is the study, Senator. 

The CHarrMAN. It will be received. 

The document referred to was marked “Exhibit A—D” and filed 
with the committee.) 

Mr. Enauen. We have worked our figures ourselves as to what we 
anticipated our loads will grow to. We have not made an application 
to the Bureau of Reclamation yet, or the Department of the Interior 
for a new contract. I sincerely hope from this hearing, Senator, that 
the Department of the Interior and the Bureau of Reclamation will 
please grant us a year’s extension to give this some more study. 
Thank you. 

The CHarrMAN. Thank you, sir. Are there any questions? If not, 
Mr. Smithey, call your next witness. 

Mr. Smirazy. Mr. John Clema. 

Mr. Clema, before you proceed, were you one of those present who 
took the oath at the beginning of the hearing? 


TESTIMONY OF JOHN M. CLEMA, MANAGER AND SECRETARY, 
NEBRASKA RURAL ELECTRIC ASSOCIATION, LINCOLN, NEBR. 


Mr. Cuema. Yes, I was. My name is John M. Clema, manager 
and secretary of the Nebraska Rural Electric Association. 

I understand, Mr. Chairman, that you also wish a brief statement 
of my background? 

The CuatrMAN. That is correct. 

Mr. Crema. I am an engineer by education. I have been in com- 
mercial engineering for about 10 years. I was manager of a municipal 
utility system and sales manager for an electrical manufacturer. I 
served almost 5 years in World War II as an officer in the Army of 
the United States. I was managing director of the Korea Electric 
Co., which was the generation and transmission agency in South 
Korea, south of 38. My main responsibility along with one other 
officer was to secure sufficient power into our south of 38 area, be it 
from the generating plants there or from that which came north of 38. 

I also served as military governor in one of the provinces in Korea. 
I think I have had some experience with power shortages, both in the 
Orient and in the United States. 

[ have been manager for the Nebraska Rural Electric Association 
for about 2% years. Recently I was elected treasurer of this Missouri 
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Basin Electric Consumers Association. I think it well to indicatg 
some of my beliefs. 

I am a firm believer in the original tenets of the Republican Part 
as it applies to government. I believe only in Americansim in ia 
fundamental precepts of government of, by, and for the people. 

I would also like to discuss briefly the Nebraska Rural Electric 
Association. It is made up of 36 REA-financed rural electric systems; 
27 of these are power districts organized under the provisions of 
Senate file 310, which is the foundation of the Nebraska statewide 
public power program. The other nine systems are organized under 
the Nebraska law governing cooperatives. 

At the present time there are some 92,000 customers buying 
electric power from these REA-financed rural systems. Loans, | 
think, have been authorized to take care of approximately 97,000 of 
these rural customers. 

Nebraska is exclusively public power. All of its electric generating 
and distributing faci ities belong to the people of Nebraska, including 
the agencies established under the authority of the State government 
and the municipalities. 

The CuarrMan. You mean you have no private companies at all in 
Nebraska? 

Mr. Cuiema. That is correct, sir. There are no investor-owned 
private electric utilities in the State of Nebraska. Perhaps people 
will wonder then why we are concerned regarding the monopoly 
question. I think the future of public power in Nebraska will 
depend a lot upon what happens in other areas of the country. 

There is one distinct provision in the enabling legislation, Senate 
file 310, which dedicates any organization created under it to perpetual 
public use. That provision cannot be changed except through legis- 
lative action. Only the Nebraska State Legislature can amend or 
change the operations of the statewide electric facilities serving the 
people of Nebraska, including both generating and the distributing 
facilities, such as, of course, 27 of these REA-financed power districts. 

Nebraska in a sense might be considered as being divided up into 
two areas; 27 of these rural systems in eastern and central Nebraska 
are part of an integrated power and transmission system, which also 
involves three generating districts, they also have the Consumers 
Public Power District, which is a statewide organization. Also, there 
is the Omaha Public Power District, which might be conside red as a 
large metropolitan, yet it is a public utility district. 

The CuarrmMan. Might I inquire how do your rates compare with 
South Dakota, for example? 

Mr. Crema. I am sorry I can’t answer that. I can say this, 
though. Our power rates in Nebraska are about the average for the 
country which, of course, then considers the high rates of private 
investor owned utilities in areas and also includes that of TVA, the 
Pacific Northwest, and other lower power rate areas. So we are 
average at the present time. 

The remainder in the extreme west end of the State are dependent 
upon Bureau of Reclamation for electric power. Their concerns 
over certain aspects of the power policy and marketing criteria are 
multiplied over those in the east and central Nebraska. Mr. Austin, 
has covered the problem there quite well, although I shall discuss it 
a little further later. 
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{| would like to point out that Nebraska did not become a public 

wer State because of any Federal power being available, but 

her because a certain hydroelectric potential which was within the 

:ate of Nebraska, and which could be developed through formation 
‘three what we call generating districts. We have the electric 

“ems in Nebraska like electric cooperatives elsewhere are dedi- 

od to the purpose of ample electric power at lowest possible cost. 

We believe in the abundance of power for better living, including 

for a very hungry world. All rural systems in Nebraska have 

'd principal and imterest on their loans when due. Nor are any 
efault. 

We want to continue that record. We can only do that by keeping 
osis down, including power costs. I can’t help remarking that the 
large public power districts in Nebraska have a very high rating 

‘he financial circles of New York in reference to their ability to sell 

ds, which certainly indicates fine management of the highest level. 

Irn looking at the problems that have come in recent months in the 
id areas around Nebraska, it seems like there are many things that 
soing against the interests of the farming community. Interests 
money have been raised, prices of farm equipment and certainly 
ts for farm equipment are increasing, the price of farm commodities 

- fallen, their costs are going up. 

From the REA financed sit uation we understand that folks in 

Coneress have proposed that interest rates on REA loans be raised 
om 2 percent to 4 percent, which would mean quite a substantial 
crease in the cost, and in the Missouri Basin alone—when I say that, 
hat is the REA-financed systems in the 10-State area within the 

Rocin—would be increased over $27 million a year. 

We are rather pleased to see, however, that the REA Administrator 
eported to the Budget Bureau that the interest collected from REA 
»norrowers over the 18-year life of the program “has been sufficient to 

ver the interest paid by the Treasury on long term borrowings, and 
there has thus been no loss to the Government.” 

Another thing that we seem to be facing is a stretchout, “stretchout” 
n quotations. While the loans made during the last 6 months of the 
last fiscal year were made based upon money authorized by Congress on 
the basis of the 5 months of this fiscal year, that is July 1 to November 
2). there is shown an average that would amount to about $120 million 
a year as the amount of money being made available to these REA 
financed systems, instead of $205 million per year as authorized by 
Congress. That is what I mean by the stretchout. The money 
apparently is not being made available as had been planned by Con- 
cress, and of course, it leads me to the question as to who is running 
this thing, Congress or some individual. 

Now, based upon the interpretation of the proposed power policy 
and marketing criteria, the amount of power to be available, and so 
forth, we figure additional costs face the rural systems which get their 
power from the United States Bureau of Reclamation. That is in the 
west end of the State 

I wish to state that the Secretary of course has brought out some 
things in the last 2 days, but as a matter of record, based upon the 
interpretation and, too, we certainly shall see that your Department 
also gets copies of these for analysis to bring out where our people, 
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and these have been prepared by them, where they are wrong. It is a 
matter of fact then, and not a matter of conversation on my part. 

If I may, Mr. Chairman, I have a letter here from one of our man- 
agers who operates a system in the northwest part of Nebraska, and 
gets his power from the United States Bureau of Reclamation. This 
is addressed to me. 

This came from one of the managers, who happens to be on the 
executive committee of our State association. I am sorry this is the 
only copy I have at the moment, but I would like to, if permitted, 
make it a part of the record. 

The CHarRMaNn. So ordered. 

(The document referred to was marked “Exhibit A—E”’ and filed 
with the committee.) 

Mr. Ciema. I would also see to it, based on what I hear here, that 
the Department of Interior gets copies to see how our people analyzed 
the thing at the time of the receipt of this criteria. We understand 
that theré are many problems that face your group just as they face 
ours. 

He pointed out in this study that at the present time his rate is 7.4 
mills per kilowatt-hour. With this penalty over this long range 
period that he has going to 1962 starting off the highest there was 
8.56, and of course it tapered off to 7.4 mills. In other words, there 
is a range of a little over 1.1 mills. 

I also have another exhibit here from the Chimney Rock Public 
Power District of Baird, Nebr., a customer also of the Bureau of 
Reclamation. This is a study, I understand, worked out, and I 
would like to be as fair as I can, on November 9, or approximately 
that, that is the date here, worked out in conjunction with the Bureau 
of Reclamation representative, based on the facts they had then. 

Based upon this study for a 10-year period the difference in cost was 
$37,653. Their power cost ranges at the present time 6.7 mills and 
the highest in the third year of their proposed contract is 8.4 mills. 

I would like, sir, to have that a part of the record. 

The CHatrMan.. It is so ordered. 

(The document referred to was marked “Exhibit A—F” and filed 
with the committee.) 

Mr. Crema. Most of all REA-financed systems in Nebraska, the 
availability of blocks of Bureau of Reclamation power either available 
or will be available was one of the bases on which many of our rural 
systems were considered to be feasible. 

I might remark ever since I have been out here in Nebraska that 
from time to time the REA officials when they have been out in our 
area in formal meetings discussing the United States Bureau programs 
have emphasized the feasibility of many of these projects really depend 
on these fine blocks of power coming in at the estimated costs as we 
knew them at that time. 

I would like to quote from the marked paragraph on page 7 of the 
Missouri Basin Survey Commission Report, a report about which I 
will discuss more later. This states: 

Rural electrification cannot be made feasible in a large part of the basin without 
cheap and abundant supplies of electric energy. Hydroelectric power is making 
rural electrification possible in these areas. 

We are very concerned about the preference clause from the pro- 
posed contracts with nonpreference customers. We believe the former 
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nethod of handling the power was better. Again we must be fair. 
Certainly there were many things that were not cleared up last year 
in another administration and we know things must be done right. 
We certainly recognize that, sir. We in eastern Nebraska are espe- 
ally concerned, and when I say in eastern Nebraska, that is the group 
of 27 REA-financed systems that are in the integrated system with 
loop. 
Che Plant District and the Tri-County District and the Consumers 
iblic Power District, we are especially concerned with the fact that 
now understand that the Bureau does not propose to build trans- 
ssion lines to load centers. So we can pinpoint it at the moment 
are looking at a possible delivery point from Gavins Point to 
lden in Nebraska. That will not be given consideration. We feel 
t makes a double standard for the building of transmission lines 
the basin. At the present time there are 2,995 miles of line to load 
nters in Montana, North Dakota, South Dakota, Minnesota, and 
braska, at a cost of around $46 million. Nebraska’s share to date is 
550,000. We still believe that the lines to major load centers in 
braska and other basin areas should be built by the Bureau of 
Reclamation. 
\s I mentioned, the Gavins Point to Belden line, there is a possible 
ire transmission line. Fort Randall to Grand Island. As the 
honorable Secretary knows, we are trying to get facts and figures 
together on the vast potential of irrigation we have in southern 
Nebraska, and see if we can’t justify that line. 

[ can’t help at the same time mentioning the geographic boundaries, 
Kansas, Nebraska, or what, I am sure do not fit into any pattern 
when it involves the distribution of power. Again, as I understand, 
there is an area in northern central Kansas which also might have some 
potential in the reclamation area which again I understand is one of the 
basic things that is continued and maintained in your policy, and we 
certainly should get power there if it can be distributed feasibly. 

I would like to have filed, if permitted, this detailed analysis of the 
lines in the various areas to show how Nebraska has not gotten what 
we consider its share. 

The CHarrMan. It is so ordered. 

The document referred to was marked ‘Exhibit A-G” and filed 
with the committee.) 

Mr. Crema. I would like to read from page 144 and the paragraph 
preceding the subject “Sales to Industrial Customers’’: 


\ 


If an adequate transmission system exists to prevent monopoly, and if full 
priority is given to the entire load requirements of preference customers, it is 
conducive to the area economy to make the remaining power available to private 
companies on a basis permitting the withdrawal of such power as needed by 
preference customers. 

That was taken from this report [indicating]. 

In western Nebraska, parts of Wyoming and parts of Colorado, the 
power problem is serious. The fact that REA may finance (they have 
not financed one yet this fiscal year to my knowledge) a steam plant 
in my opinion will not solve the problem of the 21 municipalities in 
that area nor the 12 commercial companies, the industrial companies, 
and I am wondering about certain of the 12 private utilities now being 
served in that area. 
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For the REA-financed systems, if they can get the money, to install 
a steam plant, seems to me somewhat a piecemeal approach to solving 
the power problems in an area. There are a total of 87 Bureau 
customers in that area. Certainly with the beds of lignite or other 
fuels, the Bureau of Reclamation could not be criticized for taking 
care of the citizens in that area if that is what they want. 

I am a firm believer in a Federal-local partnership. By local, we 
mean the local consumers, such as Secretary Aandahl referred to this 
morning. We do not mean local as expressed in an editorial of the 
Electric Farmer, page 4, ‘‘What ‘Local’ People?’”’, which I would like 
to have incorporated in the record, if I may. 

The Cuarrman. It is admitted. 

(The document referred to was marked “Exhibit A-H” and filed 
with the committee.) 

Mr. Crema. I would like to quote uniler “Resource principles” 

The people who will be affected by the program shall have ample and continu- 
ing opportunity to participate in the formation and influence the operation and 
carrying out of the program. The combined efforts of the State and Federal 
Governments should be employed in carrying out the program. 

I cannot help remarking at this time that we believe it was set up 
under the other administration and will be carried through with the 
setup in eastern and central Nebraska, we will have truly a ae 
local partnership. From the extreme end of the thing you might sé 
to the consumer end. We are working out the basis of it with ‘ohn h 
I think you are acquainted. It is really cooperative and all whole- 
sale customers in that area will get their fair share of Bureau of 
Reclamation power. We are working it out and I can’t help but say 
that it is a wonderful piece of cooperation with what I may say 
Federal power through the Department of Interior Bureau of Recla- 
mation and the political units and power districts and electric cooper- 
atives in Nebraska. 

I cannot see any reason why similar things cannot be worked out in 
what I call the Tri-State area, which involves the possibility of a 
steam plant of some size, and when we see those lignite beds and we 
hear about the potential heat value there, and that fact that those 
municipals are certainly going to need increased capacity, certainly 
some of the municipals cannot get along with these old diesel engines, 
it seems to me that one of the great things that this new administra- 
tion—and it is following, I am sure, the policies that were laid down 
by other great Republicans, that is, Theodore Roosevelt and Gov. 
Gifford Pinchot, and I cannot help looking in the corner, Mr. Chair- 
man, and seeing a man of another day—to get so much low-cost power 
in so many areas of the country, the late Senator Norris. It is hard 
for me to understand what is so unholy about a steam plant built by 
the Federal Government, not to get in competition with any group, 
but rather to develop to the highest degree the potential that is in 
any area. 

Again I wish to reiterate on the basis of a cooperative understanding 
proposition. Certainly, and I can’t help saying this, Mr. Chairman, 
the admirable qualities that the Secretary has here, I am sure, not 
trying to sell, but acquainting the people of the area what could be 
done, the marvelous piece of work that could be done in that area. 
And I mean that sincerely, sir. 
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I would like to read from three paragraphs on page 56 of the 
Missouri Basin Commission Report under the subject, ‘“Thermal- 
Electric Power.”’ 


[hermal plants will continue to be the major source of electric generation in 
Missouri Basin. In the limited area in which the Federal hydroelectric 
lants are being installed, water power is contributing most of the total new 
pply. Physical limitations on water, however, set a ceiling on possible develop- 
t, and the economics of site utilization fixes a still narrower limit. Fortu- 
most of the Missouri Basin has abundant fuel reserves, sufficient in 

tity to provide an electric power potential for many decades. 
ertain recent trends have suggested that the cost of thermal power could be 
antially reduced. One is a movement toward lower investment costs. 
ther is the prospect of thermal plants developed at coal mines, with resultant 
nation of fuel transportation. A new plant built by the Central Power 
ctrie Cooperative at Voltaire, N. Dak. has been able by this means to maintain 
average delivered fuel (lignite) cost of $2.12 per ton at the plant. A third 
vorable factor, devised at the Denver installation of the Bureau of Mines, is 
so-called Parry process for extracting coal tar from lignite and utilizing the 
jual char as plant fuel. The liquid tar, considered salable as a byproduct, 
makes a substantial contribution to cost reduction. The process will be used 

imercially in a development now going forward in Texas. 


[ would also like to read from certain paragraphs from page 151 
regarding thermal capacity: 


rhere are a number of possible alternatives in the development of fuel produc- 
tion in conjunction with the hydro system, elsewhere in the basin as well as on the 
mainstem. One is the construction of plants by non-Federal utilities in the area, 
including combinations of REA financed cooperatives in generation groups. A 
natural corollary might be the purchase of blocks of supporting energy by the 
Federal system to firm up its own supply. A second alternative is the construc- 
tion and operation of the fuel plants by the Federal system. 


I cannot help injecting this thought here with the tremendous 


efficiencies you are able to get out of the much larger steam units, 
the 60,000- and 70,000-kilowatt units, that the Bureau of Reclamation 
and the Department of the Interior in local cooperation would certainly 
develop low-cost electric power to continue the fine job that is being 
done in the area, or will be done by the present low-cost hydro- 
generated power. 


Properly, a choice among these methods should be based upon an economic 
evaluation to establish the low cost. 


In any event, fuel plants will be necessary as the limit of the feasible hydro- 
electric potential is progressively reached in different areas. In some sections, 
this may not be far off. Fuel plants should be planned with relation to site, size, 
and market so as to achieve the lowest costs for the area as a whole. The long 
range need appears to be the development of some large plants in the 200,000- 
400,000-kilowatt category, located close to fuel supplies. They should be situated 
so as to make possible the integration of their output with that of the hydros 
through the same transmission network. This plan will permit the optimum 
degree of shifting of loads relative to markets and alternative sources of supply. 

Reference previously has been made to the Greendale and Fremont 
Canyon projects, which are located in Wyoming. I was out in the 
western part of Nebraska last week. There was called in to sit in 
really the meetings in four local areas—called by putlic-power district, 
which ordinarily does not have meetings with its customers such as 
electric cooperatives do at least once a year, and it is rather surprising 
the interest that was shown by the people that attended those meet- 
ings, only on the basis of discussing the power situation and their 
own rural power district. It is amazing how those farmer directors 
are acquainted with the general aspects of the development of the 
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North Platte River and those particular sites which have not yet 
been developed. 

The CHAIRMAN. At that time, Mr. Witness, did you discuss this 
criteria? 

Mr. Crema. We did. 

The Cuarrman: There was a large attendance, and there was much 
interest in it? 

Mr. Cuiema. There was very much interest. Of course, we have 
to be fair, based on the interpretation we had there, but they were 
concerned. I might state in some of those areas we have resolutions 
from them, and I assure you they were not solicited. In the Greendale 
and Fremont Canyon area there is a potential of 72,000 kilowatts of 
firm hydrocapacity can be produced at the present prevailing rate, 
which is based, by the way, on the United States Bureau of Reclama- 
tion study itself, which can be pumped into the system. There are 
the needed irrigation waters that would be available also. 

We realize that the people in the area have to ask for what they 
want. I do not believe in a government laying things on a platter. 
Perhaps that is one reason we have been called in here. I don’t 
know. Certainly through our proper channels we are going to ask 
for that and see if we can’t get that power developed as quickly as 
possib le. 

As I understand it, if money were appropriated in the near future, 
it would be probably 1960 or 1962 before the tristate area, of whic h 
Mr. Austin is very well acquainted with, has previously referred to. 

{ am just so soid on this Federal-local cooperative situation that 
I cannot understand how we can feel that the good old Federal Gov- 
ernment can become a monopoly and I can’t help remarking that over 
apparently a matter of several years, the one private utility ap- 
parently has not been taken over in the Bureau of Reclamation area, 
but instead is being treated at least on the same basis if not better, 
than a preference customer. 

What I am trying to get at is that certainly if this Federal Govern- 
ment of ours is so interested in monopolizing things, it certainly would 
have taken over that utility long before now. 

It is just incomprehensible to visualize how a public-power body 
can really encroach into a private area unless it is for 1 of maybe 2 
reasons. One of course is the fact that the private utility refuses to 
serve that area, and obviously why doesn’t it, because it is unfeasible 
as far as making a profit is concerned, which again I believe permits 
only one other agency, a representative of the people, either a local 
government, a State government or a Federal Government. In 
this case the Federal Government is already operating in the area 
doing a splendid job with limited appropriated funds. They have 
the personnel and the ability of coordinating and making the maximum 
use of the potential they are now de veloping. 

The Cuarrman. Mr. Witness, I am curious on your viewpoint on 
one point. They claim if the Federal Government does this, it is 
socialism. 

Mr. Ciema. Yes, sir. 

The Cuarrman. As I understand in your State you are all public 
power. 

Mr. Crema. Absolutely. 

The CuarrmMan. Do you figure that is socialistic, or do you not? 
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Mr. Ciema. You have to use a basis by the dictionary. I believe 
vou will have to say it is socialism. But it is socialism permitted by 
people. If it is that insidious thing called creeping socialism that 
oo se private utilities have spent hundreds of thousands of dollars to 
confuse the American people and certainly disturb people in foreign 
countries who have felt a little bit stronger in the past about a demo- 
ratic setup, then that is something else. But as far as we are con- 
rned, we have a fine school system in Nebraska, and certainly in the 
Nation, which falls into the same category. The most outstanding 
‘ob is the post office system, which certainly cannot be equaled by any 
private organizations, because the cost would be too great for many, 
many purposes of the postal system. 

Back to the basic question, if it is for the good of the people we will 
call it anything we want. I recall hearing a short while ago, and I 
mention it only because we can pinpoint it, I believe he was of the 
present administration faithful, indicated that if that is creeping social- 
ism, when are we going to start walking, because he was for it. As 
long as it is good for the people, call it anything you want. 

The fact of the matter is, and this is personal, if things continue as 
they have in the past, I am sure there are going to be enough people 
at the local levels start coining words of their own. The downfall of 
Italy was a combination of things, but the corporations were running 
the Government finally which = called a form of Fascist govern- 
ment. If they can call this what we are trying to do for the local 
people, and the people any time they want to get rid of it can go to 
the State legislature and do it through the democratic process, we are 
reaching a time while we are digging up skeletons in one place, a very, 
very vicious force, in my opinion, of private monopoly in the public 
utility business. They dreamed about it. I can’t help recalling the 
first course I took in 1926 at the University of Nebraska, the first 
electrical course, and they talked about superpower and the distribu- 
tion of power throughout an area and throughout the Nation. That 
was the private utility dream. I don’t disagree with the private util- 
ity dream, but I do believe in those areas where the people want it 
under a different form, such as an electric-power district, electric co- 
operative, or any other agency in which they have representation, and 
they do it through their directors, they should be permitted to have it. 

It seems to me that if they desire a setup where the Federal Gcvern- 
ment can become a partner, because, one, the lack of density of popu- 
lation, both urban and agricultural, to increase a fundamental thing 
in which all people of the United States are interested, the production 
of food and fiber. Certainly as long as we have farmers—we had two 
or three farmer directors here —of the kind of thinking that they have, 
the fundamental type of private enterprise, then I am sure that this 
country will not go to the dogs. 

However, as an individual who has been around just a little bit— 
digressing just a little, I think it is well to know a little of my back- 
ground, because you become cataloged very easily. I got out of the 
U niversity of Nebraska in 1930. I went through the ‘dirty thirties. 
I lived in many cities, worked with one fine company that whole time, 
and I had a pretty good observation of what was going on. I resent 
anybody either in Government or in private utilities or any other 
private agencies that call our Government or any portion of it which 
involves the people as creeping socialism. 


( 
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The Cuarrman. Of what? 

Mr. Crema. I resent the implication or the fact that any of these 
agencies and these private people, and there are certain ones, I won’t 
say all of them, I have been careful just as they do in their advertising, 
there are some utilities and some representatives of utilities who speak 
of this creeping socialism. If the Government was going into that, 
it had the best opportunity in the world in 1930. My parents in 
Nebraska on a farm, they could buy corn. I am digressing a little, 
but I hope it proves something. I am trying to prove that this 
socialism as you brought up is not bad, or if it is bad, we certainly 
had a chance to get it in the thirties. The coal miners in western 
Pennsylvania were without work. The coal cars were on the sidings. 
The locomotives were in the roundhouses rusting. I know. I saw 
it. Farmers in Nebraska and other areas were burning corn in their 
stoves instead of coal, because the B. t. u. content percent was greater 
than out in the coal in the East. 

Flour mills were down. Here was corn being burned. People 
wanted food. Certainly even under the very liberal and free rein 
that the administrations of the thirties had, if there was going to be 
anything of a foreign “ism’’ we had the opportunity, but instead, 
through, I think, a fine partnership, we maintained at least human 
dignity and some beans, and I say sowbelly, for the people that were 
hungry. 

I have digressed from your question but I resent the implications 
of the “creeping socialism,” because it represents something that has 

taken place in Germany. 

I can tell you that the people in the Orient in their translation of 
the word connotes something that is not democratic. It is too bad 
while we are investigating certain things, there are certain things 
going on under our noses which can be equally the downfall of this 
great Nation. They will use the Democratic Party, they will use the 
Republican Party or any party. This does not involve individuals, 
because this thing is so comprehensive that I say only the great 
Congress of the United States in its good wisdom can stave off some 
things the way this thing is trending. I did not mean to go into that 
oration. 

The CuHarrMan. I am glad you did. It is very interesting. 

Mr. Crema. I would like to read the marked pages headed ‘‘Hydro 
in the Future”’ from page 56 of the report of the Missouri Basin Survey 
Commission, which I would like td place on file finally for future 
reference. 

At the beginning of 1952 the basin had 928,000 kilowatts of installed hydro- 
electric generating capacity, of which the Federal Government operated 247,700 
kilowatts. Under construction during 1952 is an additional 1,468,000 kilowatts 
of Federal hydroelectric capacity. The only significant non-Federal hydroelectric 
facilities under construction are two units at the Osage plant of the Union Electric 
Co. of Missouri. 

Only a small part of the physical hydroelectric potential has been developed, 
possibly 15 percent. Major hydroelectric supplies, which generally require long- 
distance transmission, have been developed by the Federal Government and four 
of the larger non-Fe .deral utilities. The rest of the hydroelectric capacity consists 
of small plants on tributary streams, mostly operated without integrated storage 
and streamflow regulation and without ties to major transmission systems. 

Exclusive of sites now under development, proposed, or under study, a report 
published by the Bureau of Reclamation in 1951 included 117 potential sites as 
either ‘‘good”’ or ‘‘fair’’ prospects, with a total estimated prospective installed 
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pacity of 1,560,000 kilowatts.!. To this should be added the potential installed 
acity proposed or under study at 48 sites—1,490,000 kilowatts. Together, 

2 groups would make a potential total of 3,656,000 kilowatts at 165 sites. 

[wo areas not covered in the above figure might ultimately be major sources 

of hydropower. The main stem of the Yellowstone River, the largest tributary 
f the Missouri, has a number of power sites and an overall physical potential 
iriously estimated at between 1.5 million and 2 million kilowatts. The second 
area is the main stem which has been estimated to be between 1.3 million and 2.2 
lion kilowatts. Feasibility of development in these two areas will depend 
cipally on values of flowage land and existing facilities. With these two areas 
ided, the total basin hydropower potential, not yet under development, would 


aa 


he on the order of 6.5 million kilowatts. 


looking ahead we have been discussing some things that have 
happened, and I am sure that those things will be corrected to the 
enefit of the parties involved. We must look ahead and look ahead 
not only 3 years, 5 years, or 10 years, but it seems to me that one of 
the many things this great new administration can do is make use of 
the plans that have been made, bring them up to date and be prepared 
in any event of the need of valuable types of public works which we 
may be facing again in a few years; that we be prepared on an orderly 
and sound-as-possible basis under the circumstances to deve lop these 
many hydrosites which our own Department of the Interior, the 
Bureau of Reclamation, engineers I know can determine as being 
feasible. We hope between the results of their studies and the people 
and the representatives, we can get the needed moneys to develop 
these hydroelectric potentially valuable projects. 

| have been referring to this book many times, Missouri, Land and 
Water. Just look at that. That great Missouri Basin. We have 
heard of heart lands of various areas. Geologists speak of heart 
lands in various parts of the globe. The heart land of any area is 
where the food and fiber is produced. Certainly, one of the great 
areas in this United States is the Missouri Basin. 

Anything that the great administration we have now through a 
bipartisan, “ sympathitec group of people that can develop this area 
will bring the great abundance of electric power as cheaply as ee 
With that cheapness not only comes happiness on the farm and i 
the home but also industries which we certainly must develop in this 
area to have an economically balanced condition. 

I would like to make reference to the people who served on this 
Commission. This Commission was created by congressional action 
and completed the basin survey study of the resources and their de- 
velopment, I think, in February of this year. It contained 52 different 
findings or recommendations on basin resources in general. 

I would like to point out there was unanimous agreement among 
the 11 members, which included 3 members appointed from the Senate 
and 3 from the House of Representatives, with 1 exception. That 
was a disagreement on a 3-to-8 vote on whether the basin should be 
handled through a Missouri Valley Authority or through the Federal 
States compact arrangement. My own directors in Nebraska favor 
that second choice; that is, the Federal States compact. Or shall 
we go on and say that Federal local cooperative arrangement to 
develop the areas in the various sections of the basin. 

Power Resources, Requirements and Supply, Missouri River Basin, Burean of Reclamation, 1951. 
This reconnaissance was based on preliminary water studies, with limited investigation of physical sites 
and only generalized economic examination. Totals shown in the Bureau of Reclamation survey have 


been reclassified for the purposes of this report. Other similar studies by the Corps of Engineers and the 
Federal Power Commission indicate a generally comparable physical potential. 
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The Commission held widely attended public hearings in 17 regions 

in the Missouri Basin. It covered all the States lying wholly or 
partially in that basin. Witnesses appeared on a voluntary basis 
There were over 400 of them and they gave over 6,000 pages of 
testimony. 

That brings me to a question as to just how much attention was 
paid to the recommendations that were made in this report, made by 
men of both political parties and various aspects of the American 
economy. I cannot help reading the names of the members so that 
it will be a matter of record. 

James EK. Lawrence, chairman; Hon. Thomas C. Hennings, Jr., 
vice chairman; Hon. James E. Murray; Hon. Milton R. Young; 
Hon. Wayne N. Aspinall; Hon. Clifford R. Hope; Hon. James W. 
Trimble; Fred V. Heinkel; Kenneth Holum; H. T. Person; Harry J. 
Peterson; and Paul J. Cannell, executive director. 

I have spent a good hour, sir, and I hardly mentioned the word 
“monopoly,” I think that is one of the basic reasons for being called 
in here. Investor-owned utility people, their representatives, and 
apparently others are crying “Government monopoly” and they are 
worried about it. Isay we should worry about private-utility monop- 
oly. I am sure that the Congress of the United States will keep our 
various agencies in hand where it gets to the point that it has taken 
over private enterprise. 

You gentlemen know, of course, what monopoly is but I had to go 
and look it up in Black’s Law Dictionary. According to commercial 
law, the definition of ‘‘monopoly”’ is: 

\ privilege or peculiar advantage vested in one or more persons or companies, 
consisting in the exclusive right (or power) to carry on a particular business or 


trade, manufacture a particular article, or control the sale of the whole supply of 
a particular commodity. 


Defined in English law to be ‘‘a license or privilege allowed by the king for the 
sole buying and selling, making, working, or using, of anything whatsoever; 


whereby the subject in general is restrained from that liberty of manufacturing 
or trading which he had before.” 


A monopoly consists in the ownership or control of so large a part of the market 
supply or output of a given commodity as to stifle competition, restrict the freedom 
of commerce, and give the monopolist control over prices. 

The prices that I am always concerned about are those that the 
private utilities can get. Again, certainly between the Federal 
Power Commission, and if they are not performing their function, 
certainly the Federal Government could see that those prices charged 
by the Bureau of Reclamation are in line. 

Again I cannot help stating that I do not believe anybody in 
Nebraska, and I cannot help but think in the area, is not interested 
in power that has to be furnished, as so many people say, at the 
expense of the taxpayer. We believe that those units which are 
economically feasible to start with should be constructed, installed, 
and operated; and we expect to pay what it costs, based on real facts 
and figures. 

Who permits the monopoly of an area? Is it somebody that just 
goes in and drags the territory? As I understand it, the people grant 
the franchise, be it in a municipality or whether a private utility comes 
in, a county, State, or larger area. There is a franchise given in some 
way through the permission of the local people, and that is the votin 
people, the individual. If the people in the area favor the Federa 
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Government to continue the power program when it is already serving 

area, should administrative acts rule against its continuance? 

What I am trying to say is that if in an area the people indicate they 
ant it, I cannot understand why anyone should object to it. 

\fonopoly—this is mine—the one which can get an octopus hold in 

1 area and get as high a rate as possible (yes, there are utility com- 
ssions and railway commissions). The telephone monopoly cer- 
nly gets plenty for its services. I will say it does a wonderful job. 
\lany farmers pay more for telephone service than they do for their 

etricity. Ordo the people prefer a so-called Government monopoly 
whose basic interest is the people, which endeavors to render low cost 
electric power in abundance to its users. 

The worry and concern of some folks that the Government will 

ecome a monopoly in this area are not borne out by the facts. I 

refer to pages 53 and 54 of the report, the paragraphs under “Electric 
Power” of the Missouri Basin Report. 

About 900 separately owned systems in the basin area sell electric power 
rated in more than 700 plants with a total installed capacity of 5.4 million 
watts. Information about these systems and their relative size is assembled 
he tables in appendix C, 

\lost of the supply and the largest systems have been concentrated where 

of population and industrial demands have created large power markets 

| invited utility investment capital. Less densely settled territories near the 

centers have been included in these systems. Most of the basin area and 

bstantial part of its population, however, are being served by medium-sized 

mall private utilities, municipal plants, and rural electric cooperatives. As 

ile, power supply for these areas is based on smaller fuel plants (frequently 

internal-combustion engines) and limited transmission systems. Costs 

ve been relatively high, and the facilities have not been able to generate or 
mit large blocks of power. 

Of the total installed capacity, 3.8 million kilowatts, or 71 percent, is in steam 
ts; 0.9 million kilowatts, or 17 percent, is in hydroelectric plants; and 0.7 
ion kilowatts, or 12 percent, is in internal-combustion engines, 

\pproximately 68 percent of this capacity is owned and operated by private 

vestor-owned) utilities, 28 percent by non-Federal public and cooperative 
systems (municipalities, rural electric cooperatives, and public power districts in 
Nebraska), and the remaining 4 percent by the Federal Government 

[ cannot see where the Federal Government will get much of a 
monopoly in that area unless the people ask for it. 

It appears obvious that the possibility of a private monopoly was 
considered in the past in that the Fort Peck Act authorized the Bureau 
of Reclamation to construct transmission lines ‘in order to encourage 
the widest possible use” and ‘‘to prevent monopolization by limited 
groups. 

That Congress has provided for this matter of marketing this 
Federal power in other directives is not so clear. We feel that, if there 
is some question as to the modern interpretation of the preference 
clause, maybe Congress would want to be given the opportunity to 
interpret it. 

Again I say, Why the concern about the Federal Government 
becoming a power monopoly? According to the Secretary of the 
Interior, McKay, the Federal Government has a generating capacity 
of only 9,800,000 kilowatts. This is roughly 11 percent of all the 
generating capacity in the country. There is another 10 million kilo- 
watts of Federal capacity under construction, and by 1955 it is esti- 
mated that proportions of federally generated power to total genera- 
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tion will be about 50 percent. That was taken from a speech at 
Philadelphia, Pa., on September 22, 1953. 

As to the question of local operation and management in the basin, 
it will be found that 68 percent of the capacity is owned by 16 groups, 
but over 47 percent of all the capacity is owned by 6 groups. The 
question of private monopoly, not public monopoly, should be the 
concern of anyone who is thinking of the local people, the electrical] 
consumers, 

[ cannot help calling attention to the amazing job done by the 
Provinces in Australia. New Zealand or—let us get closer to home 
the great country to the north. Canada. The Ontario Hydro Com- 
mission has one of the finest rates any place in the continent. Their 
motto in their emblem, which has been there for 50 years, is “The 
Resources Belong to the People.” I think we should follow that 
principle. 

We believe that we should retain a preference clause as it has been 
interpreted, or in any event the preference clause should certainly 
operate on a perpetual basis as far as preference customers are con- 
cerned. Again I say if there is a question as to the interpretation, | 
think that we have a Congress which can help clarify it. 

The Cuarrman. I beg your pardon, sir. Could you tell us more 
about Canada, or are you not acquainted with the subject? 

Mr. Crema. I am sorry. I do not have the details, except. in 
Ontario it is strictly, shall we say, public in every sense of the word 
and they deliver to the many municipalities in the various areas. [ 
do not think you will find a separate individual using a private utility 
unless it would tie in with a mining operation or something of that 
nature. Their rates have been held down. Their economic level js 
perhaps a little lower than ours: we have to be fair about this. But 
through the years their record of rates has been something amazing to 
those people who look at rates here in the United States. It has 
been there a long time, we will have to agree. It started that way 
about 50 years ago, about the time we started a preference clause in 
the Bureau of Reclamation Act. 

We believe that the Bureau of Reclamation should continue to 
build transmission lines to load centers. We are talking, sir, about 
the major load centers such as we have in Nebraska. We have all 
our other lines around the State. As a matter of points that look 
very good to us and brought up by bypartisan groups, a couple of 
engineers and a couple of farmers on this commission that came up 
with this report, it recommends, as given on pages 154 to 156 of the 
Missouri Basin Survey Commission, “there be cousidered in future 
development of policy either as to the sale, marketability, or develop- 
merit of the resources in this area; develop and construct and agegres- 
sively plan a long-range power generation program, both hydro and 
thermal.” 

Of course, these words sound easy rattling from me as they do. We 
recognize that Congress must be informed and must be shown that 
there is a need and what they will do for the area. But without a 
long-range plan, I do not know how any area can work out to its 
economic advantage with the resources which it has in that area. 

Develop and plan or continue the planning of an interconnected 
Federal high-voltage transmission system. I am still speaking about 
the Missouri Basin area. 
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[ believe we should stop worrying about our Federal power monopoly 
and instead start worrying about the private monopoly. 

The CuatrMAN. Do you know how long that commission took 
testimony and considered the matter? 

Mr. Crema. I am sorry to say I do not know. It seems to me it 
was certainly 3 or 4 months, 

The CHatrMAN. Were there a great many witnesses called? 

Mr. Crema. That is right, a large number. They were from all 
walks of life. I might state all governors were there, and I know the 
one in our State was given the whole morning to discuss the various 
aspects of resource development as he saw it. He had been on this 
Missouri Basin interagency committee, also. 

I cannot help remarking that this is one of the finest reference 
books, with a lot of information from the Federal Power Commission 
and the Bureau of Reclamation and the Department of the Interior. 
[t is a compilation of facts and figures that were gotten from all sources, 
| think it is one of the finest references that has been prepared on the 
overall basin area, the individual systems. 

I refer to the Glendall Dam project, the Freemont Canyon project. 
[ discussed it after the meetings in the rural area, and it is interesting 
how the farmers knew those things and the possibilities of the irriga- 
tion potential. So I certainly think that with the kind of feeling 
which I believe exists in our part of the country, and I am speaking 
again specifically about Nebraska, no doubt it may cover some of the 
other areas. I might say in this case it might include Wyoming 
because I talked to their State president the night before last. We 
have the greatest thing to continue which the great Republican Party 
started a “long time ago and which has been continued by people of 
both faiths, and ce rtainly we want to continue two strong parties. 

I do not intend this to be political. It is nonpolitical, just as you 
are vitally interested and Secretary Aandahl and others are vitally 
interested. I believe by teamwork, and we got it, these farmer 
directors have spent many man-days of their own time and they come 
to these meetings and they are not compensated except for expenses 
in some cases, because, first, they are interested in the development 
of power in their area, and, second, the basic thing that any farmer 
thinks about is increasing the production of food and fiber, and the 
population of the United States looks to that increase. 

The only way we can do it is with the tremendous tools that the 
good Lord gave us and the instruments which the Government of the 
United States has through the great Department of the Interior and 
the Bureau of Reclamation and with the many agencies that can 
together, in any area through mutual desire and mutual cooperation, 
accomplish that which I think we have been fighting in many, many 
years for the good of the American people through the democratic 
process. 

I think that is all, sir. 

The Cuarrman. I call your attention to the criteria. 

Mr. Ciema. Yes. 

The CuarrMan. Have you a copy of it before you? 

Mr. Ciema. I do not, sir. I think I can dig one out. 

The CuarrMan. You have read it and are familiar with it? 

Mr. Curma. I have, sir. 
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The CHarmMan. What are your specific criticisms of it? 

Mr. Ciema. Number one, the basic thing we have been talking 
about so much for the last 3 days is the preference clause, Again, it 
is one of interpretation and we have to be fair to anybody that inter- 
prets it differently; but as far as we are concerned, there is a perpetual 
priority for the preference customers to get that power. 

If there is a question—and I want to be fair to say that no doubt 
there is a question as to interpretation—there apparently was not in 
the Bonneville Act. In that case, sir, not knowing all the legislative 
procedure and whatnot, it would appear that this great Congress of 
ours would be able to clarify that thing for our people. Then the 
Honorable Secretary would be able to hue to the course I know he 
wants to follow, and I know that can be interpreted in different ways 

There was a basic understanding under the original reclamation 
laws, as I understand it, that the power developed “would be for the 
use of municipal purposes, and municipal purposes certainly have 
been expanded through the years. Power districts, in getting their 
legal setup, have included the fact that they were a type of munici- 
pality. 

Number two, I refer to these transmission lines. It seems to me 
that when we permit some other agency—let me be specific—a private 
agency to build those lines from a source of generation to their load 
centers, we are giving away the basic control over what the price is 
going to be paid for that power, I think therein lies the link, the 
difference between cheap power and higher-priced power which we 
would have to pay through a private utility. That is a general 
statement. 

Again you find cooperation in some areas. Even in this report 
here, reference is made to the Keating amendment which was brought 
out by someone in New York—excuse me by putting it that way—an 
Honorable Representative or Senator from New York, and the law 
was made so as to keep the Federal Government from building lines 
which you might say parallel certain other lines. 

We agree that we do not want duplication. If there is an agency 
there, it should be made use of, if it has capacity not only now but for 
a period of time. I think this matter of duplication of lines is a little 
bit overdone because electricity depends upon the highways and 
byways to get to farm, home, and industry; town and country alike. 
Because of the things that face us, either Mother Nature or ourselves, 
looking to the future if we have another one of those catastrophic 
things, a truly hemispheric World War, certainly the more lines we 
have the better, because if one area is knocked out we will keep the 
food and fiber, ammunition and tanks going because we will be able to 
route the electricity over another ares 

I heard this in the Army War College and it refers to railroads, too, 
not in a derogatory way. I mean, in the fact that we have so few 
channels of communication and lines of supply and electricity, it is 
not to light the lights. On the farm there are 500 uses of electricity. 
In industry we cannot measure them because they are incompre- 
hensible. 

When I say “‘lines,” I want to be specific; transmission lines, lines 
that are carrying power from one vast area into another certainly 
must come through different routes. I cannot help digressing to this 
matter of paralleling the lines. I am trying to compare the good old 
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eral Government, not so old, either, but it is still good, and private 

prise Who, as the term has come, are pirating some of these better 

al areas where a rural co-op—this is not Nebraska, but we know 
in other areas—has been serving a farming area with lines going 

vn one side of the road and a private utility on the other side. 

The Keating amendment referred to transmission lines, and there 

a technical legal engineering definition. But finally, be it trans- 

ssion lines to transmit very “high voltages to large power areas or 

at we call a distribution line to small areas, it seems to me that is 

nething again; thinking in terms of monopoly or what it can do 
what a private agency can do all of a sudden to a public agency, 

is another thing that maybe should be considered. The private 
ities, the power trusts after the last war are at it again. 

We, the people in the Missouri Basin—and when I say “we,” I 

n the grassroots, the fundamental people; the farmers, the re- 

d people that live in the rural communities and the people who 

in the larger towns and cities—I do not believe are going to put 

p with anything in which another type of monopolistic group bent 

n a purpose finally, not immediately, to get control of an economic 

in their particular business and then just see what kind of profit 
they can make for themselves. 

The CuarrMan. It is almost 5 o’clock, and it strikes me that you 
re perhaps the most important witness we have had. The reason 

ven for the change in the policy by the distinguished Secretary is 
hat there has been a change in the administration that is opposed 

Federal monopoly. I believe he used the words—if I am mistaken, 

beg his pardon—‘“creeping socialism.”’ 

Mr. AANDARL. I did not use that term. 

Mr. conga ] do not think he would use that term. 

The CuarrmMan. “A federal monopoly” was your term. Here we 
have you representing a State that is 100 percent Republican, is that 
not right? 

Mr. Crema. That is right, sir. 

he CHarrRMAN. It is interesting to me to find out your viewpoint 
as to what would happen if every State in the Union adopted the 
program you have in the State of Nebraska or if the Federal Govern- 
ment proceeded to do it. Certainly, I have the highest regard for 
he level-headedness of the people in the State of Nebraska. I do 
not know of any State in the Union where the people have used better 
judgment in tax matters than they have in the State of Nebraska. I 
think most people agree with me on that. 

I certainly would like to have you continue your testimony to 
morrow. I would like to have your viewpoint as to this Federal 
meaner? argument. 

Mr. Ciema. I feel honored, sir. I will gladly stay. Naturally, I 
am here under subpena. As to what I can contribute further, at 
this moment I do not know. I am sure I can be questioned much. 

I have such implicit faith in the American people and in the Federal 
Government that I resent implications to further a private end, and 
again I am talking about certain groups in the private utility business 
and their representatives. They are doing as much damage to the 
prestige of our setup in America, in my opinion—I do not want to get 
mixed up with some other people whom I might be representing; 
they might differ. But in my opinion—— 
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The Cuatrman. We will adjourn now, but I would like to have you 
be prepared to talk on it. 

Mr. AANDAnL. May I have just 2 minutes, Mr. Chairman? 

The Cuartrman, Surely, 

Mr. AANDAHL. Most of the witnesses that we have listened to thus 
far have presented tables showing the increased cost to the coopera- 
tives from the application .of the minimum charge schedule. |] 
want to say that no one needs to use those tables for any purpose 
I, as Assistant Secretary for Water and Power, could not permit the 
Department of the Interior through the Bureau of Reclamation to 
become a party to such a contract. 

In working out 20-year contracts with preference customers, | 
expect that they will dea] mostly with the amount of power that the 
preference customer needs at the present time, augmented by the 
needs of 2 or 3 years in the future, which would involve only a smal] 
amount, if any minimum charge. Any reservations that are to be 
made for the future growth and future needs of the preference cus- 
tomers will have to be taken care of by some other method. 

During the course of these changes of opinion, I have indicated that 
that can be done under the present criteria by entering into short-term 
contracts with nonpreference customers for such amounts of power as 
we may wish to hold in reserve for the future use of preference 
customers. As I have listened to the opinions that have been ex- 
pressed here, I feel that we are not going to have very much difficulty 
when we get out into the field after the first of January in the negotia- 
tion of contracts. I do not see any problems that are insurmountable. 
[ feel we are going to be very successful when we get down to the 
grassroots dealing with the problems that are before us. I want to 
leave that word with the folks that are here and with the committee, 


The Cuarrman. I thank you very much, 

The meeting is adjourned until 9:30 in the morning. 

(Whereupon, at 4:55 p.m., the meeting was recessed until 9:30 a. m., 
Thursday, December 10. 1953.) 





POWER POLICY 


THURSDAY, DECEMBER 10, 1953 


UNITED STATES SENATE, 
SUBCOMMITTEE ON MONOPOLY AND ANTITRUST 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 9:35 a. m., pursuant to recess, in room 
424, Senate Office Building, Senator Harley M. Kilgore presiding. 

Present: Senator Kilgore (presiding). 

Present also: Senators Welker and Murray. 

Present also (staff): Wayne H. Smithey and Thomas B. Collins, 
professional staff members. 

Present also: William C. Wise, counsel, Missouri Basin Electric 
Consumers Association. 

Senator Kirtcorr. The committee will come to order. 

You may go ahead, Mr. Clema. 


TESTIMONY OF JOHN M. CLEMA, MANAGER AND SECRETARY, 
NEBRASKA RURAL ELECTRIC ASSOCIATION, LINCOLN, NEBR.— 
Continued 


Mr. Crema. Mr. Chairman and gentlemen, yesterday the chairman 
asked the question if this public power setup we had in Nebraska is 
socialism. I certainly don’t want the answer I gave yesterday mis- 
construed in any way, because certainly the farmers and the people 
out there, who are all individual groups of private businesses, do not 
look upon public power districts and electric cooperatives which they 
have as any type of foreign “ism,” but rather the result of a truly 
democratic process in the individual areas to secure for them electric 
power which other agencies that then existed in the State refused to 
give them. 

| would like to add one more paragraph, if I may, sir. 

I believe that most people understand the word “socialism” to 
mean public ownership of the means of production, that is, all of 
the means of production. In this country we have always had 
considerable amount of public ownership, ranging from the roads, 
bridges, docks, warehouses, through the public domain, the national 
forests, the navigable rivers, and such things as I referred to yesterday 
as the public school system, the post office, and many other things 
which serve the people. This amount of public ownership, however, 
has not made the United States a socialist economy. 

What I want to reemphasize is that the people in Nebraska aren’t 
socialists, haven’t been socialists, and certainly as long as they can 
get what they want from the grassroots will never be any kind of 
foreign “ism,” but strictly based upon the original tenets of the great 
Republican Party. I think that defines the situation pretty well. 
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We have discussed many things, but I believe the basic thing is the 
criteria. Yesterday I referred to a report based upon what I think 
is a very comprehensive study by getting out in the grassroots area 
and, on a voluntary basis, finding out what appeared to be the opin- 
ions of people in that area. In the criteria, 1 mentioned yesterday 
one of the things which bothers us is as to who will build the trans- 
mission lines from either the Bureau of Reclamation Federal power 
plants to major load centers, or from Federal transmission lines to 
major load centers. So that I can indicate the type of load centers 
we are referring to, I refer to such lines as from Gavins Point to 
Belden in Nebraska, and a little later the one to come from Fort 
Randall to Grand Island. 

[ should like to read paragraph 3, page 155, of the report of the 
Missouri Basin Survey Commission: 

Transmission system.—The Federal electric generating plants and backbone 
transmission grid from plant to plant and from plants to major load centers 
should be planned and operated as a unified, integrated system or of integrated 
systems. This integration will undoubtedly realize the most efficient overal] 
operation and provide the lowest final cost at load centers. 

Normally, these facilities should also be constructed and owned by the Federal 
Government. As they affect the backbone grid, agreements witn other utilities 
for joint use of facilities (wheeling agreements) should be entered into only as 
special exceptions, an 1 where they cle arly meet careful tests to insure a concrete 
advantage to the public interest and investment. 

In any event, the grid facilities of the Federal system in the basin should not 
be unwisely limited by provisions such as the Keating amendment in an authoriz- 
ing statute or appropriation acts. Transmission facilities owned by other interests 
and a willingness on their part to enter into wheeling agreements should not be 
a barrier to the construction of adequate transmission capacities. 

The marketing of system power should be so accomplished as to prevent the 
monopolization of the output of any powerplant (except small plants) by a single 
purchaser, or the disposition of all the power made available in an area to a 
single purchaser or very small group of »urchasers. The effective execution of 
this policy requires the construction of adequate transmission lines to a reasonabl 
number of points of sale. 

That is one of the things that we out in Nebraska still want, the 
good old Bureau of Reclamation to build such lines to such load 
centers. 

If I might inquire now, I would like to know if there has been any 
basic change in the thinking on such lines as the one from Gavins 
Point to Belden, Mr. Secretary—if I may ask that, Mr. Chairman. 

Mr. AanpaAHL. That question was considered by the Congress, as 
you know, during the last session. 

Mr. Ciema. Yes. 

Mr. Aanpant. No action was taken other than to provide for a 
spur that will take the power across the river. Since that time there 
has been no further consideration given to the matter, as far as I know. 

Mr. Crema. Of course, it appears, Mr. Chairman—and no doubt 
rightly, in a sense—that we out there, if we want something we ask 
for it, and we pursue it through our Congressmen and Senators. 
However, so many times the Bureau of Reclamation or the agency 
involved, in this case the Bureau of Reclamation, would include such 
; ; ! , 
item in the budget, and we do have something to start with. The 
fact that it is omitted immediately perbaps raises a question in the 
good judgment of the Secretary of the Interior and the Department 
that there was a good reason for its being left out. 
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If we get the start through the agency that would build it, indicat- 
ing a need for it in the request for appropriations, then I think we 
would have something more to stand on. 

Senator Kitcore. Could I amend your question to the Secretary? 
| think what you are driving at is: Is there a policy which would pre- 
lude such development, a policy change now in process over there? 

Mr. AAnpAHL. No, there is no provision in the new policy which 
would preclude such consideration. 

Mr. Cuema. Thank you for making a clearer statement. 

Senator Kitegore. I thought I might simplify it for the Secretary. 

Mr. Ctema. As we see it, if Nebraska in this instance would have 
to build the line, then in a sense we appear to be breaking down that 
thing we have referred to as a postage stamp rate, because we would 

adding to our costs to pick up—lI use the term pick up at the bus 

ar, as opposed to having it delivered to one of our load centers, 
which has been done in the past and, according to the information 
| submitted yesterday, in all the other parts of this great Missouri 
Basin. 

The other thing, of course, is power marketing, and for some reason 
[| didn’t refer to it yesterday. I have such confidence in the results 
shown in this book, it being compiled and arrived at by both Con- 
gressmen and Senators, farmers, businessmen, and engineers, getting 
this information and coming to such conclusion, that I thought this 
paragraph 4, Power Marketing, on page 155, also indicates and 
covers pretty well what we, too, think. 

Senator Kirgore. Could I interject a question at this point to the 
Secretary, to clarify something in my mind and incidentally get 
something of a picture that I have been resolving for some time? 

At the present time in the event the Bureau should have to make a 
wheeling contract, shall we say, with a power company to transmit 
into a certain section, then for redelivery to cooperatives, is that 
added by the Bureau to the price of power to the cooperatives at the 
end of the wheeling point? 

Mr. AANpDAHL. No. We have a postage stamp rate at which we 
sell the power to everyone, and any transmission costs, either through 
our own lines or by wheeling agreements, is added to the total expense 
and is reflected in the final total charge that is made, or the final rate 
that is established. 

Senator Kitgors. In other words, a cooperative that is able to 
hook on direct to your own lines is in no better shape than one that 
has to have a wheeling job in order to get the power? 

Mr. AANDAHL. Provided that that wheeling can be purchased for 
| mill. We have some cases where there is long-distance wheeling 
and where the price for wheeling charged by the utility is more than 
1 mill. Under those circumstances, the cooperative picks up the 
additional wheeling above 1 mill. 

Senator Kircorre. Now we are getting to what I am driving at. 
In other words, the cooperative pays the 1 mill charge which is figured 
in all rates. In computing amortization, you have a mill in there 
which would take care of wheeling in the event it had to be done, but 
if additional wheeling has to be done, then that is charged; is that 
right? In other words, in figuring your cost figure, you have a mill 
in there which you can spend on wheeling. 
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Mr. Aanpaut. I think probably the premise of your statement is 
not fully correct, that is, we do not have the mill in there unless we 
actually pay for the wheeling, but if we actually pay for the wheeling 
we take care of that in the overall cost or rate that we set up for the 
power. 

If there are additional wheeling charges beyond a mill, then that 
must be paid by the customer. 

Senator Kitcgorr. But you do take care of that up to 1 mill in 
your general charge? 

Mr. AANDAHL. Yes. 

Senator Krireorn. To everybody? 

Mr. AanpAaut. Wherever we pay for it, we take care of it in our 
reneral charge to everybody. 

Senator Krigore. All right; thank you. 

My thought was that it has become customary, for instance, in the 
gas industry, more pronouncedly than in the power industry but also 
in the power industry, to have possibly one company do transmission 
work, another one do distribution, and another one production, in 
each of which a charge is made. I am speaking of private power and 
private gas production. You brought that up when you said the State 
of Nebraska might have to build a line. You would then be getting 
into the practice of the private utility companies in which, if one 
corporation builds a line, they have a charge for transportation, and 
another corporation distributing will have a charge for distribution, 
and the producing corporation gets its pay for production, and the 
customer lumps the thing into the charge. 

Mr. Ciema. On this matter of transmission, we feel that in the 
transmission of federally developed power it should be handled by the 
Federal Government—and that is a general statement—as opposed 
to private interests being brought into the picture, because those 
interests that control the lifelines of electric power are the ones that 
can have monopoly over power is one to be developed at some future 
date. 

We believe that properly and logically, and we believe even eco- 
nomically, the Federal Government is better able to do it. 

I referred to paragraph 4, ‘‘Power marketing,” on page 155: 

In view of the need for continuous Federal investment to maintain an adequate 
power supply in a large part of the basin, the Federal projects should undertake 
the responsibility of meeting the entire and increasing requirements of those 
preference customers within economic distance of the Federal hydroelectric 
plants and with no equal source of supply. This responsibility should be asso- 
ciated with a system based upon the hydroelectric plants but including thermal 
capacity if needed to meet these requirements, all additions to capacity subject 
to congressional approval. 

The marketing of system power should be carried out under statutory directives 
which retain the ‘preference clause’ giving public bodies and rural electric 
cooperatives preferential rights to the purchase of system power. This statutory 
directive must be administered so as to make it possible for preference customers 
to obtain system power, including the construction of transmission lines to the 
principal load centers of such customers when necessary. Disposition of power 
to preference customers should be subject only to the prior requirements of the 
Government itself for direct use, such as national defense loads or irrigation 
pumping. After the demands of preference customers have been assured, power 
should be made available to nonpreference customers, giving consideration to 
operating efficiency, the extension of benefits and development of economic and 
desirable resource enterprises. 
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I believe that states our case, so far as we are concerned, sir. 
Senator Krrcorr. Any questions by anybody? If not, the next 
witness is Mr. Hamilton, of the American Municipal Association. 


TESTIMONY OF RANDY H. HAMILTON, DIRECTOR, WASHINGTON 
OFFICE, AMERICAN MUNICIPAL ASSOCIATION 


Mr. Hamitron. I am Randy H. Hamilton, the Washington office 
director of the American Municipal Association, an organization of 
some 12,000 cities in 42 States of the Union. 

We have just completed our annual convention in the city of New 
Orleans, at which the following resolution was adopted: 


Whereas a new public power policy has been promulgated and announced by 
e Department of the Interior providing for the disposal of all public power 
nerated by the Bureau of Reclamation in the Missouri River Basin, providing 
r the contracting of the total capacity available in said system for a period of 
next: 20 vears on a firm power basis with the eliminarcion of the withdrawal 
lause from contracts with private utilities; and 
Whereas the new public power policy has been adopted without hearings 
ereon with the municipal utilities and other utility groups adversely affectea by 
e policy change; and 
Whereas the original announcement of such policy change was made in the 
vspapers on September 13, 1953, with official direct notice, in many cases, not 
ing made by mail until November 1953 with notice contained therein that those 
nterested would be required to make application for their power requirements by 
January 1, 1954, a time insufficient to adequately resolve and determine a question 
o vitally affecting the welfare of the municipal utilities dependent on Bureau 
enerated power for the proposed period of the next 20 years: Therefore be it 
Resolved by the American Municipal Association, at its annual convention, 
hat an extension of 1 year in the imposition of the terms of the public power 
policy be requested to permit ample opportunity for the holding of hearings there- 
m and for a study of the effect of the policy on the utilities in the area and that 
the executive committee of the association take all steps possible with the Bureau 
of Reclamation, the Department of the Interior, and the Congress of the United 
States to secure the extension aforesaid: Be it further 
Resolved, That the executive committee of the American Municipal Association 
request that the Department of the Interior in the development of any future 
publie power policy affecting municipalities in other areas of the Nation provide 
adequate time for notice, review, and hearings prior to the adoption of such 
policies. 


Adopted on December 2, 1953, last Wednesday. 

Senator Krncore. Anything further? 

Mr. Hamitron. No, sir. 

Senator Kitcore. Are there any questions of this witness? 
All right, you may be excused. 

Who 1s the next witness? 

Mr. Smiruey. Mr. Joe Jenness. 


TESTIMONY OF JOE JENNESS, EXECUTIVE SECRETARY, KANSAS 
ELECTRIC COOPERATIVES, INC., TOPEKA, KANS. 


Mr. Smitruey. Mr. Jenness, before you proceed, were you among 
the witnesses who were sworn at the beginning of this hearing by 
Senator Langer, so you are still under oath? 

Mr. JenNEss. I was under oath Monday morning, yes, sir. 

My name is Joe Jenness, and my official capacity is the executive 
secretary of the Kansas Electric Cooperatives, Inc., at Topeka, Kans. 
I am completing my fourth year in that capacity, Mr. Chairman. 

Senator KruGorn. Does that cover the entire State of Kansas? 
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Mr. Jenness. It covers 30 of the Kansas rural electric systems 
financed by REA. 

Senator Kitcore. In other words, it is an association of coopera- 
tives and municipal power users? 

Mr. Jenness. No, sir. 

Senator Kitgore. You do not have any municipal power users? 

Mr. Jenness. We kave the rural cooperatives scattered clear across 
the State, and we have 65,000 farm consumers that are served by 
these 30 systems. 

In addition to the 30, REA has made loans to 6 other systems that 
are not represented in my association. 

Senator Kircore. I see. But your association represents 30 eo- 
operatives in the association, and you speak for them? 

Mr. Jenness. Yes. 

Senator Kirgore. All right, go ahead. 

Mr. Jenngss. I received a telegram from Senator Langer, I believe 
it was last Wednesday a week ago, in which I was requested to appear 
before this same Subcommittee on Antitrust and Monopoly Legisla- 
tion, commencing at 10 a. m., December 7, room 424 Senate Office 
Building, on the production and marketing criteria issued by the 
Bureau of Reclamation, Department of the Interior, signed by Senator 
Langer, chairman of the Senate Judiciary Committee. 

Upon receiving that telegram it was my first word that any informa- 
tion was wanted from me here. I called my president and told him 
what I had received, and pointed out that it had a very serious conflict 
with a meeting I had with the private power suppliers in Kansas on 
December 8. I also had two speaking engagements at Dodge City 
and Colby at meetings at which I had been asked to appear as the 
principal speaker. So we debated whether or not I should respond 
to this telegram. 

On the advice of the president—I didn’t know who else to call in 
here—I called the NRECA offices, Clyde Ellis’ office, and he was 
not in. So I talked to a member of the staff, asking if he had any 
information as to what this hearing was about. He told me that he 
understood that if I didn’t come in it would create an additional 
expense to the Government, and that they would subpena me to 
come in. It was more or less left to me to make a decision about it. 

I called the rest of my executive committee, consisting of the three 
principal officers of our association, and they said that in view of the 
fact that this was an investigation and that it did involve the power 
of subpena, perhaps I should follow the advice of ex-President Herbert 
Hoover and appear voluntarily before this investigation and accept 
service here in Washington. 

Senator Kincorn. Go ahead. 

Mr. Jenness. So I had no advance understanding of what this 
hearing was about except this telegram. The NRECA office also ad- 
vised me that it is customary in most hearings and that perhaps I 
should prepare a statement. So, without any idea of what this in- 
volved, I prepared a statement here that I would like to introduce 
into the record. I have some extra copies here that can be passed 
around. It may or may not be what the Committee on Monopoly 
Legislation is interested in as far as Kansas is concerned, but I be- 
lieve it summarizes our problem there in regard to the criteria and 
the effect on the State of Kansas. 
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I also would like to make clear that my board of trustees, at a 
ieeting on November 30, was invited to go to Denver and participate 
in a public meeting in regard to this power policy. It was voted by 
sur State association that we would not participate in the National 
Klectrification Consumers Conference. I canceled my hotel reserva- 
tions, because I had thought they might want me to go, and I was 
advised by my board that it was their official position that we would 
have no part in a pressure-type activity dealing with the policy of 
the present administration. 

The reason I wanted to read this telegram, Mr. Chairman, is that 
as I see this hearing, it is dealing with the marketing criteria, and it 
was on the basis of that representation that my executive committee 
felt that perhaps I should come in here and offer any testimony or 
information out of my experience, running pretty close to 10 years, 
dealing with these situations. 

I would like to call your attention to what to me was a very serious 
matter that occurred here yesterday in the testimony. Mr. Tudor, 
the Under Secretary of the Department of the Interior, I believe 
made statements here indicating that the Department was in full ac- 
cord with what the Assistant Secretary, Mr. Aandahl, stated here, 
and I gathered the impression, Mr. Tudor, that you are definitely, as 
the Department of the Interior, accepting these criteria as basic and 
fundamental for the Department of the Interior, and therefore this 
becomes the Republican administration’s official policy. 

That disturbed me for this reason: I have had a part in working 
with Vance Austin in Colorado and getting the machinery going for 
the people of the Missouri Basin to express their opinion. I was very 
careful in the steering committee to urge that we not attack the power 
policy of the Eisenhower administration. Coming from Kansas, the 
home State of the President, we all feel that President Eisenhower has 
a tremendous responsibility as our elected head of the American 
Government in these critical times. None of us wants to embarrass 
the President. 

As I go about my State working with the farmers who have had a 
very critical problem in the farm program, there were a few of our 
people, I regret to say, who joined the cattle caravan and came down 
here and high pressured Secretary Benson on his agricultural policy. 
I am proud to say that in the State of Kansas that does not represent 
the majority opinion. 

The Kansas Farm Bureau, Mr. Chairman, had their annual meeting 
last month, at Wichita, where I had an opportunity to meet REA 
Administrator Ancher Nelson, as well as to observe 600 or 700 farm 
delegates at that convention. Knowing that Kansas is the bread- 
basket of the Nation, producing one-fourth of the wheat of the Un ted 
States, our farmers were unable to agree on a clearcut policy on the 
matter of wheat controls. Two members of their policy committee 
had to be excused and go to bed at the Broadview Hotel, worn out by 
day-and-night effort to arrive at a statement of clearcut policy on the 
wheat situation. 

What has that to do with the marketing criteria? I believe the 
evidence here the last 2 or 3 days shows that there cannot be agreement 
on the criteria. 

So, in coming before you here, I am not exactly a voluntary witness. 
The policy of my organization is not to engage in pressure activities. 
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My president read this statement over very carefully before he got 
up early Saturday morning and called the secretaries in to have it 
reproduced. If anyone has the time to read it, they will see that we 
in Kansas want to see this administration succeed. 

At the time the policy came out, ahead of the criteria, we reviewed 
the policy, which was cleared with the Cabinet and the President 
according to the statement by Secretary McKay. Inreading over that 
policy we could see it related to the fundamental thinking of the new 
administration. In other words, the significance of the election last 
fall was definitely reflected in the power policy. 

Then when the criteria came out—and that is what I understand is 
under discussion at this hearing, and not the power policy-——we became 
alarmed, rightfully alarmed, as it seems to us that the Cabinet and 
the President were not properly informed as to how that policy would 
be applied. If they were so informed, it must be that they didn’t 
understand its significance, or this criteria would never have been 
prepared in the manner that it was. 

I am talking here this morning for the public at large. I would like 
to point out that Harold Ebaugh, who testified here, was the first 
and only manager on his project in Montana, and I think you gentle- 
men could see he had a very personal interest in that organization. 
He built it and made it what it is today. He struck a very responsive 
note in me because, like all traveling men, when I used to work for 
REA, I fathered a lot of children left in Kansas and Wyoming. | 
fathered the co-op at Dodge City, the one at Dwight, the one at 

Colby, the one at Walthena, the one at Lysite, Wyo., and worked on 
their B section loans and put them into business. So while Harold 
has one child that he can point to, | guess I have quite a few. 

Gentlemen, I am in this work not to make money. There are lots 
asier ways I know to make money. I haven’t had a day off in the 
last 6 weeks because of the fact that the criteria is definitely tied in 
with an overall plan. I am afraid the power companies in Kansas 
are trying to break up the State organization. In good faith we 
tried to go along with Ancher Nelson in his policy of working with 
the power suppliers, and already we are beginning to see the evidence 
of what this alleged cooperation means. 

My system in Mankato doesn’t support my position, doesn’t sup- 
port me because ‘Joe Jenness is in bed with the power companies.” 
The system on the south doesn’t support my organization because 
“Joe Jenness is supporting the administration and he has lost his way. 
He is no longer loyal to the farmers of Kansas.” 

Then there is another association in the middle of the State that 
doesn’t belong or support me, and are assisting in breaking up my. 
organization because I am for the farmers. 

So, as a man who has been knocked around a bit in this work, as I 
told one of my colleagues here the other evening at supper, as long 
as somebody says I am a power-company man, and another fellow 
says I am an REA man, I guess I am doing fairly good. I am down 
the middle, anyway. 

Of course, that is what the President is trying to do, to steer a 
middle course between radicals and New Dealers and the Bob Taft 
elements of the party. 

This is not testimony. I am just giving you background informa- 
tion here. As I say, for 4 years I have been working with the Kansas 
situation. 
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Senator Murray. Could I interrupt you for a question. Were you 
here yesterday when the testimony was being given, and the day 
before? 

Mr. JenNess. Yes, sir. 

Senator Murray. There seems to be a disposition on the part of 
hose testifying on behalf of the administration that they would 

ercise a very liberal discretion which would result in giving the 

operatives and the others exactly what they want, and we don’t 
eed to pay any attention to the exact language of the criteria because 
of the fact that there is going to be such an exercise of liberal discretion. 
[hat was testified to at considerable length during the testimony. 
For instance, Senator Watkins asked this question: 

You do not think for a moment the administrative discretion is going to be used 

inst you after this explanation by Mr. Aandahl, do you? 

Vir. Austin. I hope not. 

Then all through the record there is testimony of that character 
ending to indicate that regardless of what is in the criteria, we do 
not have to pay much attention to it because we are going to have a 
venerous, kindly, friendly, administration handling this matter. 

Of course, that is a complete reversal of the policy of the present 
administration as they gave it during the campaign. They said we 
were going to have a government of laws and not a government of 
men. Now they have switched right around and are claiming that 
they are going to give us a fine government of men, not of laws. 

| see where Stanley High has announced that policy. He says here 
a change that the Government is going to make is “from government 
whose foremost reliance is on laws to one whose foremost reliance is 
on men.” That seems to be a reversal of the history of the United 
States right down through the years. We have always wanted to see 
in this country a government of laws, and not a government of men. 

What do you think of that? Do you think that your people could 
depend upon a very generous exercise of discretion, friendly and kindly, 

id so forth, and that you would not have to pay much attention to 
the exact language of the criteria? 

Mr. Jenness. I would say that that was our hope, Senator. We 
in Kansas felt that a change was due, and we felt because of our con- 
fidence in the President and our personal knowledge of his tremendous 
record of public service, that the people of the United States would 
find in him a great leader, and that we could put our confidence in the 
men that he would select to carry out the necessary policies he felt 
were good for the Nation. 

But what I have heard here in the last 2% days has pretty well con- 
vinced me that we are going to have to realize that in our burst of 
enthusiasm for a crusade to clean up the mess in Washington, perhaps 
we had better consider carefully whether or not administrative dis- 
cretion can be exercised fairly without hearing from the people who 
are being affected. 

When Congressman Hope visited our organization at its fall meeting 
in Abilene the other day, he assured us that this administration would 
do nothing to injure the REA program. In a private conversation 
I asked the Congressman if he was aware of the situation in the Depart- 
ment of the Interior, and his answer was, ‘“That is not in my bailiwick.”’ 

In discussing it with some of our other representatives down here, 
I don’t believe, Senator, that the responsible Republican group here 
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in Washington understands this Interior program and its effect on 
REA. Our organization has passed a resolution, after carefully con- 
sidering Ancher Nelsen’s work. I have gone over his reorganization 
of REA. I have been very critical of some of his policies. I had to 
tell them down at Wichita that as far as he has gone now, I am 100 
percent behind him. 

I might point out, Senator, I worked for REA for 6 years, and 
because I wasn’t satisfied with some of the things that were going on 
there, I resigned and took this job, as I felt 1 could do more for my 
cooperatives that I had worked so hard to bring into being, and have 
more freedom to work for them than I would under some of the 
administrative restrictions that I faced. 

So, in answering your question, Senator, I believe as far as I can 
see this picture, that the administration of REA and the thinking of 
those who are concerned with REA is that this new administration, 
whether it is one of laws or of men, has no intent to harm the REA 
program. I say I was disturbed yesterday when Mr. Tudor made 
this criteria, as I understood his remarks, part of the official policy 
of the Department of the Interior, whereas I was proceeding in Kansas 
in working with this 10-State Missouri Basin group, and I came in 
here on the idea that the criteria was all that was really involved and 
that the criteria was a working policy that would not go into effect 
until the 1st of January, and that there should be some opportunity 
to review this criteria, adjust it or modify it as necessary, and if these 
men in charge of this criteria would show some disposition to consider 
the situation instead of arbitrarily saying it has to go in January 1, 
I believe that the thing could be worked out. But I am sure it is 
obvious to all of us here—I know Senator Kilgore hasn’t been here 
the full time, but he has been here part of the time—that we are not 
getting anything in the way of administrative criteria that is in keeping 
with the laws of the Nation, the practices, the customs, or administra- 
tive procedures under which these REA’s were set up. 

When I go back to Kansas after this hearing, I am definitely carry- 
ing the message. I will be at these speaking meetings next week, and 
I am going to tell them exactly what this criteria means. I hate to do 
that because, gentlemen, if we can’t get this thing straightened out 
around the conference table, there is only one other place to straighten 
it out, and that is at the ballot box next fall. We out in the Middle 
West understand that the administration control of the House is very 
slender. We in Kansas can tell you gentlemen that as soon as Con- 
gressman Hope can begin his legislative program next year, all we ask 
is a break in the weather, a little better prices on cattle, and there 
will be no farm issue next fall. 

Why do we have confidence in Congressman Hope? I will tell you, 
When I saw him at Abilene, he didn’t look much better than Senator 
Langer did here yesterday. He has gone 45,000 miles through the 
United States on a grassroots tour. They have opened up hearings 
for the farmer unions up in the Dakotas to come in there and give 
their program. They have opened up hearings in Iowa and down in 
that area, to hear the Farm Bureau reports. They have been in every 
nook and corner. 

This last time, the very last trip, on a bus going through Nebraska, 
they saw a farmer out there in the field, and they stopped the bus. 
All the Congressmen unloaded and w ent out to talk to this farmer. 
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Of course, he was flabbergasted to have so many distinguished gentle- 
men from Washington call on him. They got his views on the farm 
issue. 

When I was sitting here yesterday, a very nasty thought came in 
mv mind. I had a little vision of Mr. Tudor, Mr. McPhail, Mr. 
Aandahl, each armed with a copy of this criteria we have been dis- 
cussing this week. I wish they could be dropped down out in Nebraska 
and get hold of a man like my president, who had to go back yesterday. 
He had twin calves that arrived yesterday and he was worried about 
them and could not stay here. I was hoping we could get him on the 
stand and I was going to chuck the criteria at him and ask him if he 
could figure it out. If those three gentlemen could drop down in 
Nebraska among those farmers out there and give them the story that 
they gave us here on the criteria, do you suppose they could get their 
confidence that this power policy is in good hands and that we could 
rely on administrative discretion? 

You know, I was a newspaperman before I got into Government 
work, and specialized in the public administration field. I have been 
around a lot of court cases, more than the average citizen. I can pay 
Mr. Aandahl a very dubious compliment—I never saw a hair split so 
fine as he split it here the last 3 days. I am a little disturbed, Mr. 
Assistant Secretary, that your administrative discretion might not be 
in favor of the cooperatives because, even though you have assured 
us of your good intentions, I think as Mr. Austin said, we alw ays like 
to have the fine print at least in the insurance policy and not in the 
mouth of the insurance agent. 

Let me give a little testimony here. I worked in Wyoming during 
the season of the big blizzards, and I know about this Mountain 
States Power situation which the Assistant Secretary cites as an 
example of what he wants to do under this 20-year contract under the 
criteria. 

Senator, the Mountain States Power Co. is headquartered at 
Casper, and it has a rather unique relationship with the Bureau and 
public power. For 20 to 25 years they have distributed Bureau 
power to its customers at Casper and other towns there in Wyoming. 
They have gotten along very well with the Bureau. They have had 
their spats. The Bureau has probably had to push them a little bit 
at times to take care of certain things, and they in turn have felt 
probably the Bureau was pretty hard on them. 

I worked on the system we have at Basin, Wyo., and Wheatland, 
Wyo. They both buy their power from Mountain States. Moun- 
tain States gives them the same wholesale rate as if they bought it 
direct from the Bureau. There is no duplication of transmission. 
When I was working in Basin, the Bureau had a transmission line 
out of Cody out of the Shoshone, that first dam of the Bureau’s, 
built in 1906, I believe it was, and they located their delivery point, 
it seems to me it was on the order of 35 or 40 miles north of Basin. 
The co-op developed the territory. Mountain States didn’t want to 
serve it, of course. They had their reasons, which were all right. 
The Basin co-op went out and served the ranchers up there in that 
very thin territory. If any of you are familiar with that country, 
you have the Big Horn Mountains on the east of Basin, all waste- 
land and very wild. So that co-op has to operate north and south. 
It can’t make a circle and keep its costs down. It has high mainte- 
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nance because the whole system runs north and south. It is the 
largest rural electric system in Wyoming. So the manager and | 
tried our best to get Mountain States to give us a new substation 
location that would be more economical for the co-op in the handling 
of that power. Then Mountain States didn’t seem to see the ad- 
vantage of doing that. So we tried to work through the Bureau and 
see if we couldn’t get them to run their line over a little farther 
toward the load center, but no dice. 

Finally, after a lot of horsing around, we got the situation worked 
out. 

The point I want to make is that the 3-year withdrawal clause in 
the Mountain States contract is just a little switch or stick that you 
could spank them with if they didn’t behave themselves. Under 
the new criteria, our little switch or stick is going to be gone. So this 
20 years is to be presented to them. “Boys, here it is. It is yours 
for keeps.’ Any opportunity to get the power company interested 
in our problems is gone. 

The fact that the Mountain States Power Co. has 20,000 kilowatts 
of Bureau power and only 3,000 of generation shows that, believe 
it or not, they have gotten along with the Bureau’s policy very well. 
I have never heard of a situation where any private power company 
had such utter dependence on the Bureau. I can understand the As- 
sistant Secretary’s concern over Mountain States Power. He has 
shown me a very good attitude that that company certainly needs its 
proper share of this power. 

As I say, I have been on all 16 systems up there. I helped a lot 
of them to get started, and others to keep going and develop. Out- 
side of these little detail fracases that we expect in any business re- 
lationship, we never have had any trouble with Mountain States 
Power. But I think the thing that kept Mountain States Power a 
good fellow to work with was the fact that they couldn’t afford to 
disrupt their relationships with the Bureau, and I think the Bureau 
on the whole gave a fair attitude toward them. 

Senator Kitcore. A question at this point. That illustrates the 
point I touched on earlier today. Mountain States Power is about 
6 parts a transportation company and 1 part a producing company 
of power; is that not right? 

Mr. Jenness. That is about right. 

Senator Kitcors. Then from your testimony, can I fairly infer 
that you feel that in the criteria, from your viewpoint—I mean from 
the viewpoint of the farm co-op- —the most dangerous factor is the 
20-year firm contract without power of revocation? 

Mr. Jenness. That is right. What I am trying to say here, 
anybody who has worked with these situations knows the problem 
of dealing with the power supplier. If you are trying to be reason- 
able and fair about this thing, Senator Kilgore, businessmen generally, 
after the differences are resolved, should be able to get together on 
what is fairand reasonable. As I listened to this testimony, it seemed 
to me that some of the remarks or comments by the Bureau officials 
are putting the cooperatives in a very bad light, in that we were 
selfish, that we wanted this preference clause retamed and observed 
so we could get all of this power. Yet when you work with a situa- 
tion like we have in W yoming, I have never found the ranchers there, 
Elton Trowbridge, the State director, or any of the managers, wanting 
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to grab all this power just for their systems. I have never known 
any of the co-ops to indicate a desire to put the people at Casper 

hind the eight ball. They have never objected to Mountain States 
: aving that power. 

So, as you heard the testimony of these managers here, I am afraid 
I am going to have to take the responsibility for encouraging them 
to submit “figures on the effect of this capacity charge. The Assist- 
ant Secretary indicated that alarm over that capacity charge was 
rae mer and I think I see his point, in that the Department of 

. Interior is not going to let any of the co-ops oversubscribe for 
a ference power and run the risk of incurring that capacity charge. 
But the thing that he has done in his criteria, and he has the coopera- 
tives on the defensive and concerned over this matter of future power, 
is the fact that by putting the capacity charge in there and outlining 
his viewpoint on the preference clause, he is encouraging these co-ops 
to try to grab up all the power 

McPhail has testified here that in his opinion there is not going to 
be any power for the nonpreference customers. 

Senator Kingore. From your experience, is it not a fact in this 
country that power, public or private, is inherently monopolistic in 
the interest of economic distribution? 

Mr. Jenness. That is correct. It is not private. 

Senator Kitcore. In other words, the monopoly need not be 
nationwide or statewide. It might be countywide or areawide. In 
the interest of economy, private power as well as public power has 
become monopolistic. You do not want to duplicate service because 
that adds additional plant expense, is that not right? 

Mr. Jenness. That is correct. 

Senator Kiirgorer. Therefore, when we have anything monopolistic, 
we must have some counterbalances to get good service. Is that 
your thought? 

Mr. Jenness. Yes; that is my thought. So in this criteria, as I 
see it from the discussion here, particularly because from my reading 
of it I didn’t get that point, it seems to me that the introduction of the 
capacity charge has caused these rural electric cooperatives to be 
alarmed, and the reaction to that is that, “I have to contract for my 
load growth.” There is testimony here that from 1956 to 1960 or 
1961, there will be no new power. As Mr. McPhail has pointed out, 
his feeling is that there will be no power unapplied for for the nonpre- 
ference customers. My contention is that the capacity charge effect 
is to make these preference customers so greedy to guarantee their 
future growth that they are creating the necessity for him to take care 
of Mountain States Power on the basis of squatter’s rights. 

Out in the West we understand what we mean by “squatter’s 
rights.”” As I understand preference and what it means, Mountain 
States got in there with squatter’s rights, they have been good tenants, 
they have gotten along, and after this 20- or 25-year period they have 
established, we will say, a moral or desirable right to continue to 
have some power. But if all these co-ops are going to grab up this 
fresh block of power, then it comes around that Mountain States as a 
squatter is not going to have an opportunity for load growth. 

Therefore, these criteria have been designed, as I understand it, to 
take care of that situation. 
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Again, Mr. Chairman, I submit that if that was the only situation, 
I, as an experienced man up there, wouldn’t be alarmed and would 
not be concerned, because I understand that situation. However 
there are other power companies in the Missouri Basin who will use 
the Mountain States precedent under the criteria, and as our boys 
have shown you, the secondary power and possibly dump power will 
get tied up for 20 years, and then at the end of the 20-year period they 
have acquired squatter’s rights the same as Mountain States power, 

So, as I see these criteria, they are trying to take the situation as 
they have inherited it from the previous administration, and freeze 
it so that Mountain States loses none of its 1ights, and at the same 
time you want to realize a new element has gotten in the picture 
which has not been mentioned these last 3 days, which no one could 
foresee, and that is this tremendous expansion and growth of the farmer 
systems. ‘That is creating, I might say, a scarcity. So the admin- 
istration, in order to handle the thing and keep it under control, have 
introduced this idea of a capacity charge to keep the co-ops from 
monopolizing this preference, and then in turn they have opened the 
door by their own actions to see to it that an unfair share of this 
power is going to nonpreference customers. 

Let me show you what I mean. 

Senator Kiteore. Let me ask you a question. I want this for 
information. Is it or is it not a fact that farm development is steadily 
bringing on increased use of power on the farm and in the cooperative, 
in the way of refrigeration and various other things, so that what 
might be an effective power load today might be pretty heavily 
increased, say, 10 years from today based upon technical developments 
in the electric and farm field? 

Mr. Jenness. That is a thought. In my State of Kansas, 10 
years ago you could not have sold possibly 2,000 television sets in the 
State if we had the same distribution of power; but today, I think 
we are 96 percent electrified. Within 2 years there will be hardly a 
farmer in the State of Kansas without a television set, which puts 
about a 30-kilowatt load on each consumer. Without rural electri- 
fication, TV would have been years in getting coverage in a rural 
State like Kansas. 

Despite our emergency drought out there this year, our lack of hay, 
our cattle gone to hell, one of the worst situations out there in Pratt 

Jounty on wheat they have had since the Dust Bowl days, what did I 
hear a board of directors discussing when I was at a meeting? What 
should be the policy about putting TV poles in members’ yards? 
The TV dealers wanted the co-op to go out and set these 50-foot 
poles for TV antennas, and the board said, “If we charge them for the 
use of our crew, it is going to cost our member $150.” One board 
member said, “It is not our affair. We are not in the appliance 
business. Why should we put a TV pole out there?” We had the 
only pole-hauling equipment in the county. You know how farm 
people are. They share their machinery. 

So I sat there for 3 solid hours listening to this board of directors, 
in this terrible crisis of farm income, arguing about how much to 
charge for setting 50-foot TV poles, and there wasn’t a TV broadcast- 
ing station in the area. I said, ‘‘ Why are you taking up time on this?” 
I had some things I wanted to talk to them about. 

Senator Kircore. The optimism of the Kansas farmer. 
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Mr. Jenness. They said they were selling 2 or 3 $400 or $500 TV 
sets a day. The Wichita station wasn’t on, but they said they were 
afraid they wouldn’t be able to buy a TV set when the stations opened 
up, so they were actually buying them and putting them in their 
homes and waiting for broadcasts. That is the kind of thing you run 
into when you are out in the field. 

What I am trying to bring out here, gentlemen, to be fair to the 
Department, is that I am critical of them for the way they are be- 
having themselves, but they have a problem, too. The development 
of power resources isn’t keeping pace with the tremendous increase in 
load. There isascarcity of power. That is why my co-ops are scared 
to death on this criteria. They are not sure. They have no con- 
fidence in the way the thing is being handled. 

As I said, when Congressman Hope faced the gigantic problem of 
the farm program—we all know the heat that has been on Benson— 
did he sit down here in Washington and work out a bunch of criteria 
on the farm program and then say, “‘ You boys are going to take it 
whether you like it or not’? That is my point. He went out in the 
field, and he is getting facts. 

It was testified in here, as I understood it, that REA wasn’t even 
consulted. The thing that sticks out in my mind, Senator Murray 

Senator Krrcorn. May I infer from that, that you think this hear- 
ing should have been held before the criteria was issued? 

Mr. Jenness. Oh, Lord, it should have been held months ago! 

Senator Kineore. That is what I mean. 

Mr. Jenness. Senator Murray, I sat here these 3 days listening 
to this testimony, and the only system I heard mentioned in Wyoming 
was the Mountain States Power Co. What about the system at 
Lusk that buys Bureau power, that I helped get started on a density 
of about one-half to a mile. Not a word mentioned about the system 
at Lusk. What about the system in Wheatland, where the manager 
has never received a cent of salary as long as he has been on that 
system. He started that system, and Deputy Administrator Neal 
of REA refused to give us a loan out there because the manager 
didn’t collect any salary. Joe Jenness hopped up and down out in 
Wyoming and said, “For blankety-blank’s sake, what is wrong with 
REA, if the manager is willing to work without a salary, that you 
won’t give us a loan?” 

Senator Kingore. You should have paid him a dollar a year. 

Mr. Jenness. Mr. Neal finally convinced me that he was right. 
That is the point we are raising here. Maybe the Assistant Secretary 
wants to do the right thing by the criteria, but in public business you 
can’t depend on individuals. That is the point Mr. Neal brought 
out to Joe Jenness and sat him down on his hind end to behave him- 
self. He said, “Listen, your loan won’t be feasible if you pay your 
manager a salary, will it?” 

I said, ‘Well, that is what they say.” 

He said, ‘‘Ward Goodrich won’t be there forever. He is human. 
He has to die some day. This loan runs for 35 years. Will a man 
who is in his fifties outlive the life of that loan? Can a co-op function 
without a salaried manager?” He said, “I have to approve the 
loans on the basis that they will be repaid. If Ward Goodrich, with 
all his enthusiasm to get the ranchers service, works for nothing, I 
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still can’t allow that situation to be the basis for a loan over 35 years 
of the Government’s credit.”’ 

That is where he taught me, Mr. Aandahl, that administrative dis- 
eretion is fine, but after all, we are dealing with the public’s business, 
not my business. You and I can sit down and I can agree to lend you 
10 bucks, and I don’t have to have your I O U, sure, because you and 
I understand each other. But when you are dealing with the public’s 
business, I may be out of Kansas the 1st of January, other things can 
happen, and the administrative discretion promise at this table doesn’t 
hold when you come to dealing with these criteria as they affect us 
out there in the field. 

I want to bring that point out. Im Wyoming the co-op is operated 
on such economy that Ward Goodrich never took any salary and the 
board had to force him to take his expenses when he came down to 
Washington fighting for a loan. Where is he located? Just south of 
Casper in Mountain States territory. They could have served it. I 
saw Ward up at the tri-county meeting at Pine Bluffs the other day, 
I said, “‘Ward, how are things going?” 

“Just fine, Joe. We are in the black.” 

I said, “‘You are really getting her through, are you?” 

“Your? 

He went on and told me a lot of problems such as we talk about. 

Gentlemen, on this matter of getting the Corps of Army Engineers 
to set up a new bureau of power, what is going to happen to Wheat- 
land up there? Do you see my point? The whole thing hasn’t been 
taken up with the people, and that is the most serious thing for this 
committee. Senator Murray and Senator Kilgore, you men are very 
busy here in Washington, you have so many things to worry about 
you can’t get into all this technical stuff. I have 2 million words laid 
out here for you if you want them. You can’t get into that stuff. 

The thing that is clear here is that these criteria were established 
and worked out, as someone remarked, for Philadelphia lawyers. 
I don’t know whether it is Philadelphia or some other town. Anyway, 
you can’t take that criteria out there and sell it to those farmers. 

The Assistant Secretary said here yesterday he would take his good 
friend, Ancher Nelsen, and after the first of the year they would go 
out in the field and say, “Boys, we will show you where to sign on the 
dotted line.”” I hope Mr. Nelsen won’t fall for that. I still have 
confidence in him as the REA Administrator. 

If there is any disposition on the part of the Department of the 
Interior to resolve these criteria, I would say let’s work with them. 

Let me point one thing out to you, gentlemen. At no point have 
they shown any disposition to discuss this with the REA groups other 
than a few managers who came in and got shoved around for a week 
down here. These criteria are just as solid right now as of this moment 
as when they were first originated, and the testimony here shows that 
the interests of the farmers who own these systems are just asking for 
the right to have some electricity. They don’t want to put the power 
companies out of business. All this bologna about creeping socialism 
and the power trust. Look here. Look at this chart [indicating]. 
These were taken from statistics of public agencies. Look at this 
little 5.9 percent. That is all the power the co-ops get under this 
criteria. The utilities are getting 20.7; municipalities 26.8; defense 
agencies and other Federal agencies, 24.3. They are making you 





POWER POLICY 289 


believe that we want a Federal monopoly of the power business. 
They are crazier than hell. 

\|l this criteria is designed to do is to sell a bill of goods so we have 
to put up with it. We don’t have money. I don’t know whether you 

ant to see this or not. These are the Kansas plants. It is a kind 

f lousy-looking map, isn’t it? But I don’t have $2,500 to make up 
a map for this committee like the power companies have done out 

n my State. I have to run up on a Saturday or Sunday when I am 
iot busy at something else, and get a little wrapping paper and do a 
little drawing in order to get a map. I don’t have any dough for that 
sort of thing. 

Here are the actual facts. This is the little tail down here that is 
controlling the dog, and constitutes a Federal monopoly of power. Is 
here anything that could be more obvious than that this criteria is 
needed in order to protect these very prosperous utilities? I don’t 
now why we take time even to talk about it. 

Now let’s get back to some facts here. I have been rambling on 
somal 

As I say, I know that Mountain States power deal. I don’t know 
of a man in the State of Wyoming who is identified with the rurals 
ip there who ever in my presence—and I have been to State meetings, 
local meetings, board meetings—who ever raised any objection to 
\fountain States having that power. Surely they can devise a criteria 
that will make Mountain States have its rightful share of this power, 

nd nobody is going to raise a rumpus about that. But, by golly, 
when you put it in there and are going to spread it all over the entire 
interior territory, then it does become a significant fact and policy. 

As I told you in the beginning here, gentlemen, in all my work 
for the Missouri Basin setup, I have told the boys on the steering 
committee that Kansas wouldn’t go along with them if they attack 

the power policy, but I said the criteria is a different thing. So when 
Mr. Tudor made it clear that the criteria is the Administrations, he 
surely put me on the spot when I go back to Kansas and say, “Listen, 
fellows, this is the Administration talking, not the hired help here 
working out some criteria.’ 

So if that is the Administration’s policy, it is my job to go back to 
Kansas and tell them the truth about this criteria and what it is for. 

In the Mountain States situation, Senator Schoeppel asked me 
what the reason was for a 20-year contract. I smelled out the answer, 
but I didn’t get it as clear and sharp as when Mr. Day talked to you 
and you spelled it out for him. I do appreciate your being so frank 
about this policy, because you certainly have made it clear to me what 
is involved on this proposal for 20-year contracts, with no withdrawal 
clause. 

You see, as soon as the 20-year contracts are moved out for anybody 
else, at the end of the 20-year period they have squatter’s rights for 
renewal, and there you have effectively evaded the intent of the 
preference clause. I will be frank with you. It may be that the 
Congress should spell out that preference clause this next session. 
Maybe that is a good idea, because I can appreciate an administrator’s 
trying to follow through on these different laws and to get a correct 
interpretation when he is trying to carry out the policy of the Presi- 
dent. So maybe in fairness tothe Department of the Interior it may 
be that out of this investigation the thing we need is clarification. 
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While these investigations are going on, let me point out that if the 
Department of the Interior was honest—I mean that—if they were 
fair and reasonable, they would respond to the requests of the coopera- 
tives to postpone the application of the criteria until we could get at 
the bottom of the thing and iron it out. 

Senator Kiicore. Let me ask you a question in line with something 
that was said here on Monday, in line with your testimony earlier 
and your experience in fathering cooperatives. I am very much 
interested in the question of time lag on that. How long would be a 
fair time in which a group of farmers would be able to get together and 
build up the necessary data, a reasonable amount, to put a cooperative 
in position to apply for power? 

Mr. Jenness. Let’s look at my statement. I have it in there. 
Here it is on page 4 of my statement. This actuaily happened in 
Kansas right up to the last minute, so I can answer your question very 
factually. 

We met with our power suppliers in August of this year, 1953, and 
it was agreed that we would secure data on existing loads and load 
growth for a 3-year period. The representatives of the private utilities 
told us that figures beyond 3 years can only be guesses, that is, they 
didn’t want anything more than 1954, 1955, and 1956 on load growth. 
This was an organized effort to get load data for this one State. 

Four months later, we still have some substations that haven’t 
been reported. The system at Horton estimated a 2\-percent load 
growth. The one at Wamego estimated 28 percent. 

The power companies looked at that and said, “Here, if we can 
invest money on a 2%-percent load growth, you boys are going to 
come back at us in a year or two and be screaming for more capacity 
because even our figures indicate that that is too low.” 

Do you know what the answer was? The manager said, “I have 
been losing farms. In Kansas we have been losing farms at the rate 
of 10 percent a year. People are moving to town. Our farms are 
still expanding in size.”’ 

In that particular system it lost 50 from its peak connections 
because of this decrease. That hasn’t been mentioned around here, 
but you ask any of these—I don’t know about these other States up 
in the Dakotas, whether they are still losing farms up there and 
getting into the machine age of farming or not, but in our State REA 
has never given us any thought about this matter of decrease in the 
number of farms. 

Senator Kircorr. You mean decrease in the number of farmers? 

Mr. Jenness. And farms. 

Senator Kitcore. Not the farm acreage, but decrease in the num- 
ber of farmers operating farms? 

Mr. JENNEsS. For instance, around Salina, Kans., the doctors are 
going out there, and that system has lost 16 farm consumers to mem- 
bers of the medical profession who have bought these farms, and they 
have a hired manager who goes out. They remove the house, move 
it to Salina and rent it; the improvements are taken off, and then they 
add that acreage to what they are holding—16 doctors. I am not 
talking about everything. It is just that one case. 

I thought it rather interesting that the medical profession was 
making enough money in Salina to go out and buy up 16 of our con- 
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sumers and consolidate them and move the improvements to town 
and rent them. 

That is a factor. When you ask a manager to estimate his load 
crowth, he has this counter thing to think about. It is complicated. 
The power suppliers told us that they are willing to risk their capital 
on an 8- to 10-percent load growth. To me that is interesting in 
Kansas. ‘These men have to put the money in. 

The power companies out there have indicated in this process that 
we are trying to work with them to get the best integration we can in 
the State, that 8- to 10-percent Ioad growth we can submit and they 
will accept and risk their capital on it. 

Do you get my point there? That is not borrowed money from the 
Government. That is their money, on 8 to 10 percent. Yet we have 
| manager saying 28-percent load growth, and they won’t go along 
with that. Another man says 2%. We are right in the process of 
that, and that has taken 4 months. 

Here is a bit more evidence. It is older, but—— 

Senator Kincorre. My question went to an area that did not have 
electrification and wanted to organize a cooperative, the proposition 
of their organizing. For instance, the Assistant Secretary, I believe, 
testified that up to 1960 or 1961, based upon the present construction 
schedule of multipurpose dams, you would have certain additional 
volumes of kilowatt-hours coming into being, and as they came in, 
if I understand correctly, then people would be invited to ask for 
allotments of that additional power. Is that right? 

Mr. AAnDAHL. The situation that we have out in the Missouri 
Basin 

Senator Kitcors. I was speaking about the Missouri Basin. 

Mr. AanpAaBL. Is a system of pretty well established REA cooper- 
atives. They are already using power that they are buying from 
sources other than the Federal Government. As soon as the Federal 
power is available, they are ready to come in and will take, we think, 
all of these new blocks of power, firm power, as they are being offered 
for sale, and they will have, of course ,a full right to do that under the 
criteria. 

Mr. Jenness. I have been trying to bring out the point, Senator, 
that the 90 days that the Department of the Interior expected these 
co-ops to furnish information is too short a period for the whole area. 

Senator Krieore. I understand now. I was aiming at that future 
power, and you are talking about the January 1 deadline. 

Go right ahead on that. 

Mr. Aanpauu. Mr. Chairman, may I make one observation. If 
the REA co-ops are going to measure what their needs will be 20 
years hence and intend to put that under contract now, of course, the 
period is entirely too short. But I think all of these co-ops are pretty 
well informed right at this moment how much power they need this 
year and how much power they are going to need during the next 2 
years. I think that the 90-day oeiiedl is ample time for them to make 
the application for power that will be needed in that period of time, 
which is the power that we now have for sale. 

Mr. Jenness. I wish to be on record as stating an exception to that. 

Senator Kircore. The private utility companies, through their 
interlocking networks, if they contract for a little excess power this 
year they can transmit it over to another company that needs it. 
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The entire United States is hooked up with interlocking networks, 
and I know that in West Virginia, if Appalachian in West Virginia 
gets more power than they need right now, either Virginia or Ohio 
takes it over, and vice versa. If we get a sudden increased load, 
West Virginia takes it over. 

Mr. Jenness. Mr. Chairman, I want to take denfiite exception to 
the Assistant Secretary’s last statement. I have factual evidence to 
prove that the cooperatives as a group cannot estimate these 3-year 
power needs in a matter of 90 days. I have just cited our own experi- 
ence with the 36 systems in Kansas. We have been 4 months actively 
working on it because there was a definite concern there between the 
power suppliers and outselves. 

That isn’t just a case where somebody was trying to get us to do 
something against our own desires. It was something we wanted 
to do. 

Now let us take a look at this thing. This is the preliminary state- 
wide power study on the whole State of Kansas prepared by the 
engineering firm of Burns & McDonnell at Kansas C ity, Mo. We 
invested $10,000 and the REA invested about $15,000 in that little 
book. Under the former administration we went in and told them 
we were too poor to make our own load studies, and they assigned 
their field staff to make the very thing that is necessary to get these 
power requirements worked out. It ‘took REA 1 solid year to get 
the information that is the basis of this report. 

Ancher Nelsen has streamlined his staff. He has reduced his pay- 
roll. You have a lot of new fellows running around, and you don’t 
know for sure what their jobs are, and so “forth. They have new 
duties and they don’t know their new relationships. He has asked 
Roy Zook to make this study on the effect of the criteria on a 10-State 
basis. They couldn’t do Kansas in 1 year with a bigger staff, so 
how long is it going to take them to do 10 States, and do it with any 
real factual information that you can put money behind? All he can 
do is what is called a cream-skimming job. He can grab out this 
project and consider their needs and make up a report. But to do 
a basic job, anything like this, REA hasn’t the staff to make a study of 
the effect of the criteria. 

I submit as evidence that it took 1 solid year to get this study 
through, and I was being criticized in Kansas because it took me 2 

years to get that study done. They thought it ought to be done in 
90 days. There is factual evidence, gentlemen. You can’t walk 
away from it. Instead of going out and talking to a manager, send a 
investigator out to Burns & McDonnell, an independent engineering 
firm, one of the oldest engineering firms in the country dealing with 
public power. Municipals is their field. 

Senator Murray. They are also in the field of waterworks. 

Mr. Jenness. Yes. 

Senator Murray. I have known them for the last 40 to 50 years, 
and I have had dealings with them. 

Mr. Jenness. McDonell, I understand, is a Stanford man. My 
dad got the first degree from Stanford University. He gave Herbert 
Hoover his job and gave him a college education. This is a very fine 
firm. 

I say, go out and investigate my statement of how long it took to 
get the load data‘on this thing, and then how in the devil can you 
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expect 300 systems, which I understand are in the big 10-State area, 
in 90 days to have reliable information, not these estimates that you 
see thrown together, on their load growth and the problems of put- 
ting the money down. We are not talking about throwing money 
down a rathole or anything like that. This money has to be put in 
and invested just the same as any big power company invests. 

Here I am dealing with the power companies right in Kansas, and 
they have offered to invest their capital in what we need in the way 
of facilities on an 8- to 10-percent load growth if we can substantiate 
our figures, and we have been 4 months at it and haven’t got it 
finished yet. That is a fact. 

When you say these managers are in position to give you their 
load growths in the short period of 90 days, let me point out that 
very few systems have an engineer. That is one of the factors in 
delay. We used to have one engineer at LaMar, Mo., that handled 
practically all the systems in Kansas. 

If you go down to the Horton Co. and say, “Give me the load 
growth figures for the State of Kansas; I have to have them in to 
the Department of the Interior before the first of the year in order 
to apply for my power,”’ he would say, “What the heck. How many 
engineers do you think I have working here?” You see what I 
mean. He has to get on his schedule. Maybe his engineers are 
busy with other jobs they have contracted for. Before you get the 
time of your engineer, 30 days have gone by. When you consider 
these practical situations, gentlemen, you realize that to estimate 
power requirements in 90 days you are affecting dollars on this. 
This isn’t a case of coming in and asking for an appropriation, that 
we need $200 million to run REA the next year. This is a case of 
dollars and cents. 

Mr. Aanpauu. Hasn’t the cooperative that has been in operation 
for quite a number of years some pretty fair information about their 
power requirements and what has been happening during the past 5 
years, some pretty fair basis for what is going to happen during the 
next 2 years? It wouldn’t be my opinion that an exhaustive study 
such as you were referring to there has to be made before a preliminary 
application can be made for power that is going to be negotiated under 
a contract during a period of several months. I don’t think that 
detailed type of study is needed at all. 

Mr. Jenness. If the power companies won’t put their money out 
without some pretty good information, why should the Government? 
You see, you are dealing with the lifeblood of these co-ops. This 
power has to circulate through those wires and keep their systems alive. 
It is pretty critical. You just don’t grab figures out of the air and say, 
‘“‘We have 100 kilowatts down here.” When I was working in Wyom- 
ing, and Mr. McPhail was in the Denver office, I can’t recall a single 
co-op that was buying Bureau power that had a contract that was up 
to date. I think you gave us figures yesterday to show that your 
October kilowatts were away ahead of your contract. As I go around 
I say, “Listen, fellow, you are buying special power. Why don’t you 
get a new contract up to your amounts?” But they don’t want to 
upset the Bureau. 

I could go back, if I could dig up some of my field reports when I 
reported to REA, where the question was, Can we make another loan 
to this co-op, because they have exceeded their power contract 1 or 2 or 
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3 times? I was advising my man, the regional head there, that he 
ought to go slow, that he could not be sure if he put that extra mone Vv 
out there that they had power. I remember we had quite a situation 
at Basin. They had a poor manager, and we got the thing kind of 
screwed up on records and all. We didn’t know where we were with 
it. We had every division of REA in there trying to straighten out 
the biggest co-op in Wyoming. Of course, the power contract with 
the Bureau was for something on the order of, say, 250 kilowatts, and 
he was using around 500 or 600. My contention was, Can the Gov- 
ernment put. another half a million dollars in here without any assur- 
ance of power? 

Mr. AANnDAHL. You realize that as far as the January 1 date is 
concerned, we are merely asking the prospective customers to make 
an application for the amount of power that they feel they will need. 
That is not their contract. That is just— 

Mr. Jenness. That establishes their priority for preference. 

Mr. AANDAHL. It doesn’t necessarily do that. 

Mr. Jenngss. Yes, it does. 

Mr. AANDARL, It doesn’t necessarily do that. 

Mr. Jenness. That is what you said. 

Mr. AanpaAuwL. I beg your pardon. I did not say that established 
their priority. I said those that make applications by January 1 
would have some priority over a co-op that makes its application 6 
or 7 months later. 

Mr. Jenness. That is right. 

Mr. AANDAHL. But it doesn’t establish a priority among those who 
make application by January 1. That application that they make 
by January 1 doesn’t need to spell out in the final number of kilowatts 
the power that they want to place under contract. After January 1, 
there is not going to be any sudden signing of these contracts. There 
probably will be 6 months to a year devoted to the negotiating of the 
contracts. 

Mr. Jennzss. Granted. 

Mr. Aanpauu. During that period, the co-ops can make what 
further study they wish to determine exactly how many kilowatts they 
want to place under contract. I do not feel that the schedule for 
making applications and the schedule that we have in mind for 
negotiating contracts under the criteria is unfair or unjust in any way. 

Mr. JENNgEss. Again, in view of my previous statements, I must 
take exception to his last statement, that it does not affect the prefer- 
ence situation. 

Furthermore, it is necessary to have reliable data to make that 
application in view of the fact that if the manager makes an error in 
figuring his requirements, he loses his preference as of January 1. 

Senator Kircore. At this point, Mr. Jenness, do you object if I 
insert in the record, verbatim, paragraph 8 on page 6 of your state- 
ment? 

Mr. JeEnNEss. No, sir. 

Senator Kincore. The reporter will insert paragraph 8 of his state- 
ment, verbatim, at this point. That is a much shorter statement 
than is in the record so far, of some of the things you have been 
talking about. ‘That is the reason I wanted to get it in verbatim and 
as approved by your group out there. 

(The information referred to follows:) 
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8. Way Do You Tutnk Turis Power Poticy Is a Concern or Tuts CoMMITTEE? 


When Assistant Secretary of the Interior Aandah] made a speech in Fargo, 
N. Dak., on September 29, 1953, he announced plans to raise the price of Federal 
power. . ; ‘ ‘ ‘ 

Since the power business is a monopoly, subject to regulation, such a sweeping 
change in policy and prices are bound to affect consumer power costs. Is it 
possible the beneficiaries of the new criteria assisted the Government in formu- 
lating its new criteria, thus nullifying competitive effects in power production to 
the injury of consumers? I am told no rural electric representatives were con- 
sulted before the criteria were announced. 

It would seem in the public interest that an investigation be made as to how the 
criteria turned out this way and if there is an organized attempt to create a 

ynopoly on power. With the Government a monopoly and acting like a monop- 
oly, we get the effect of a double-barrel monopoly, as one of my Kansas managers 
terms It. 

Mr. Jenness. I would like at this time to introduce as an exhibit 
the 14th annual report of energy purchased by REA borrowers for 
the fiscal year ended June 30, 1952, and the particular part of the 
report I would like to make part of the record is chart No. 4, “Average 
cost per kilowatt-hour of energy purchased by REA borrowers, 
fiscal year ending June 30.” 

I have had this chart reproduced for the purposes of this hearing, 
and these are the figures. If there is any legal way of introducing 
evidence, I would like to make my discussion from that chart, which 
is a copy of this chart, as a matter of convenience in seeing it. 

Senator Kirtgore. That will be received and filed. 

(The document referred to was marked ‘Exhibit AI” and filed 
with the committee.) 

Mr. Jenness. The territory that we have under discussion are these 
States in this area [indicating] in which Bureau power is being de- 
veloped. We also have down in this area the TVA situation, and over 
here, of course, the Northwest situation, the Georgia situation, and 
the rest of the country. 

Senator Kricore. Might I say to Mr. Jenness, TVA does not 
penetrate with any power into West Virginia or Maryland, I know. 

Mr. JenNeEss. No. 

Senator Kiitcore. That is all private power. 

Mr. Jenness. That is right. 

Senator Krrcorr. There is some in Virginia, some in Kentucky. 
Most of it is Tennessee and south. 

Mr. Jenness. To develop my reason for having this evidence perti- 
nent to this hearing, I would like to make a statement about Kansas, 
which is shown here as an average power cost of 8.5 mills. Like all 
average figures, 8.5 mills doesn’t exist. Down in this corner of the 
State the 6 cooperatives buy power at 5.6 mills. The western part, 
which concerns us in the Bureau situation, buys power at an average 
cost of 10 mills. Then in the rest of the State, we have power costs 
that average out at 8.5 mills. 

In my statement I brought out the fact that the Congress saw fit to 
authorize a transmission line from Butler, Mo., to Burlington, Kans., 
down to Vinita, Okla. At that time the cooperatives served by 
Kansas Gas & Electric had a rate which ran 8.5 mills, depending on 
load factor. The company went to the Kansas Corporation Commis- 
sion, and with the approval of the regulatory body offered the SPA 
rate of 5.6, and that rate is in existence—it will be 5 years this coming 
year. The result was the transmission line was never built. 
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These are all facts on the record. 

Senator Kricore. You mean that they offered that rate in Kansas? 

Mr. Jenness. Yes, sir, right in here [indicating]. That rate is in 
there at 5.6. There is not a foot of line of SPA in the State of Kansas. 
There is no public power in Kansas. 

That contract is due to be renewed this coming year, and statements 
have been made to my managers by the power company that the rate 
will be renewed as long as SPA is active in this area. If, as indicated 
in this testimony, power costs are derived, Kansas is a definite and 
clear-cut example of the lever effect of rates in the surrounding terri- 
tory. So, we would like to submit to this investigating committee 
that as you look over the rate structure and see how power costs are 
handled, the effect on a monopoly of power from private sources 
derives directly from the effect of the Federal rates. If the Federal 
rates are so low that they are confiscatory, I believe the folks in 
Kansas would say, ‘‘We would rather pay a little more for our power 
because we don’t want to see the private utilities injured.” 

On the other hand, if the private power companies are being 
affected to the point where they cannot meet their obligations to their 
stockholders, that evidence should be developed to justify any over- 
hauling of the rate structure. 

You can see here in the Dakotas the reason that they are so con- 
cerned over this Bureau power. Look at those rates—1.29 and 1.28. 
My systems in Kansas just couldn’t live if they had power rates like 
that. 

I have made a study, and I want to introduce it here also for the 
record. I have it underway, but I couldn’t get it in time for this 
hearing, and if the chairman would allow me, when I get back to 
Kansas I will try to finish it and submit it before these hearings are 
closed. 

(The document referred to, which would have been marked 
‘Exhibit AJ’? was not received prior to printing.) 

Mr. Jenness. I would like to submit the 1951 Annual Statistical 
Report of REA, which gives you all the vital figures on power and the 
cost, as part of your record in case anyone wants to check anything in 
there. 

(The document referred to was submitted for the information of the 
committee.) 

Mr. Jenness. I found out on a quick check which I could do in 90 
days, but not one on which I would want to place any value, that if 
our power costs in Kansas go up 2 mills, 20 percent, I will have only 
two systems in the State that can operate without a rate increase. | 
found if the rates went down 2 mills in Kansas, there was only one 
system in the State which would still be in the red. So a margin of 
one-fifth of a cent in power cost is the only margin of security we have 
in Kansas on the matter of our power. If the power costs are going 
up a fifth, it means a complete increase in rates for every farmer in the 
State. If it should go down 2 mills, it would mean that every system 
but one would be in the black and meet its obligations, without any 
change in the rate structure. 

This study and these facts that I am giving you here should indicate 
to this committee from the standpoint of monopoly and its effects, 
that these State costs are directly tied in to the Federal power policy. 
What I am trying to say is that the rate business is a matter of public 
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concern. It has a public interest init. It is not a matter of adminis- 
trative discretion. It is a matter of public interest how this Federal 
power fits into a competitive situation. 

Look at New England, the biggest loads in the United States, the 
oldest section to develop electric power. Look at their rates where 
we don’t have this matter of competition. What more proof would 
you need as to the effect of monopoly and the effect of a competitive 
situation than to look at the rates in New England? You didn’t have 
to have an REA in these States. You see, they are white. Massa- 
chusetts passed a law making it illegal to have an REA in Massachu- 
setts. The power companies took care of Connecticut and Rhode 
Island. The farmers all got service, but at what rates. 

So we folks out here are concerned chiefly by the fact when you 
look at the picture and how the rates vary, the best rates are in ter- 
ritories Where the Bureau is operating, and at the same time these 
power suppliers are in business and doing business and are living with 
that situation and doing all right. They are not in bankruptcy or 
facing repudiation of their bonds. 

So when they come along and indicate that this criteria is needed 
to correct a monopoly situation, gentlemen, I submit that the criteria 
is to create a monopoly situation, and that is the purpose of this whole 
argument here. As aman who has worked in this for 10 years, and as 
[ say, my only interest has been to get pleasure out of seeing something 
built up in the way of service, I can smell it out. The whole criteria 
needs to be very carefully examined. It isn’t a matter of splitting 
words and interpretation of the English language. That isn’t what 
this is. You said a matter of laws. Laws get into a lot of things, 
interpretation of language and intent. 

But REA has invested millions out in that territory on the basis 
of the Bureau’s supply of power. So there is a public interest. 
And the fact that the farmers weren’t consulted is pretty clear. 

I don’t know whether I am telling tales out of school. The man 
here will verify me on that story if I am wrong. 

When you had your conference with Mr. Aandahl, Ancher Nelsen 
was there and suggested to the Bureau that they ought to have an 
advisory committee on this criteria. And then he said there was no 
attention paid to the suggestion. 

Mr. Nelsen made it the second time, and finally on the third time, 
Mr. Aandahl said something like he might consider a committee of 
five, that they wanted to set one up on that report you gave at 
Omaha. 

Mr. Hanton. I didn’t follow the first part of your question. I 
don’t know the relative position to put in the request of the 
committees. 

I think in my testimony I mentioned the meeting early in May and 
so forth to request the committee. The only thing I know about a 
committee is the one that was suggested and briefly discussed when 
Nelsen and Mr. Aandahl and myself and Doug Wright were in the 
room together. At that time I don’t think there was any formalization 
of the committee. 

Actually, I am still concerned. I mean there has been talk and it 
has been testified that there was to be some kind of a committee. 
I don’t know what kind of a committee that is, and I think you should 
direct that question there because I know very little about it. 
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Mr. Aandahl, did he ever suggest to you that it would be advisable 
to come out in the field and help you in determining these criteria? 

Mr. Aanpanu. Mr. Nelson and I have talked about it several times, 
and at my meeting with the REA generating and transmission groups 
over in the Department of Agriculture building on November 4, | 
believe was the date, I told the group that I would be very glad to 
have them set up such committee as they thought would be suitable 
to meet with the Department of Interior and to work over the prob- 
lems that we have before us. 

Senator Kincorr. Mr. Jenness, getting off a little from what you 
are testifying on, but based on the first day’s testimony: of course, 
the United States Government, which is the people of the United 
States, have a stake invested in these multipurpose dams. And, of 
course, it is perfectly natural to try to liquidate that debt as soon as 
reasonably possible. 

Do you know how much has been loaned by the United States 
Government to REA cooperatives for the building of their plants? 

That is brought up by our own testimony there, of the 35-year 
loans. Do you have any idea of the amount of the loan? 

Mr. Jenness. The total loans now are around 3 billion as to dis- 
tribution and generation. 

Senator Krucgore. So we should also have an interest to recover the 
$3 billion loaned to the cooperatives and make sure the cooperatives 
remain in existence in the black at least long enough to pay back to 
the Government the money loaned for construction; isn’t that right? 

Mr. Jenness. That is right. 

Senator Kitcore. So we have a double objective, to recapture not 
only the loans but the cost of plants and dams and so forth? 

Mr. JenneEss. That is my point, Senator, the fact that the policy 
of one department of government is bearing directly on $3 billion of 
credit—not quite all of that, of course, because that is for the whole 
country. About one-third of the power is our concern with this matter 
in the Bureau policy. 

Senator Kitcorr. Based upon your experience also, let me ask 
you a question as to future bearing, not present bearing. 

I note the Army engineers in civil functions build these flood control 
dams, which are multipurpose dams, but not connected in any way 
with reclamation in the west, or at least supposed not to be, and in 
the east apparently they think we need no reclamation. I think lots 
of times our agricultural souls are lost in the vast acreages. 

Do you think it would be advisable to have an established policy 
covering the distribution of water-power sources? What do you 
think about that? 

That gets you into the TVA picture, where those dams were built 
by the engineers to start out with. Here we have one agency of 
Government selling power in one instance, and the Reclamation 
Bureau in another instance. 

Take the locks on the rivers. Most of the power produced in my 
State comes from the dams in the locks. A flow of water through the 
locks produces certain power which is sold to private facilities at the 
bus bar. 

Mr. Davis. Senator, might I interject at that point purely an 
informational matter? 
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[ am sure you will recall that the Flood Control Act provides really 
for the Interior Department to market the power that is produced 
at the flood control dams. 

Senator K1tGorr. So you market the power even from locks and 
things of that kind? 

Mr. Davis. The point that I am making is that so far as I am 
aware—and this is, as I say, purely for information—I don’t think 
the Army engineers are actually engaged in the sale of power from any 
of their dams. 

Senator KirGore. That would include locks and things of that 
kind also? 

Mr. Davis. It includes, under the Flood Control Act, all the power 
that is generated at the dam. 

Senator Kircorr. That comes under navigation, of course. And 
there is a considerable amount of power produced in the East from 
the various locks on rivers. <A sizable block of power is produced 
there. 

Mr. Davis. That power, so far as I know, is not under the control 
of the r 

Senator Kiicore. Incidentally, it is a rather peculiar situation. 
The heavy load of that power comes into lines during the winter 
months, which is also the period of greatest activity in the coalfields 
and also the greatest period of demand for power in the coal mines. 
So it is of tremendous help in supplying the mines with power, the 
getting in of that extra load of power from the dams. 

Mr. Tupor. Senator, I think I might illustrate by citing a few 
examples. For instance, in the Pacific Northwest, and also in the 
Missouri Valley, the dams are generating power and they are all put 
in the same pool and marketed by the Department of the Interior. 
In the case of the Northwest, it is the Bonneville Power Administra- 
tion; in the Missouri Valley it is the Bureau of Reclamation. 

And down in the Southwestern Power Administration, I believe all 
of those dams are Army. 

Senator Kircore. They have a few Reclamation dams down there. 

Mr. Tupor. That are generating power? 

Senator Kiitcore. I do not know if they are generating power. 

Mr. Tupor. That power is sold by the Southwest Power Adminis- 
tration, which is an agency of the Department of the Interior. 

There is also the Southeast Power Administration. 

There are some dams in the territory with which you are probably 
familiar, sir, which are navigation dams with locks. There are nine, 
I think, in the country, where the license has been granted by the 
Federal Power Commission in past years for the installation of power 
facilities owned and operated by private utilities. And it goes directly 
into their system. 

Generally they are small. There is 1 of them in excess of 100,000 
kilowatts of energy, 4 or 5 of those have been put into operation in the 
last 10 years. 

Tennessee Valley Authority is something entirely different, and they 
generate and market their own power. 

Senator Krrcore. It is a Government-owned corporation, which 
operates within itself. 

Mr. Tupor. I believe the Army engineers do not sell any power 
from any of their dams. 

41455—54—pt. 1——20 
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Senator Krrcore. Thank you. 

I did not want to interrupt, Mr. Jenness. 

Mr. Jenness. I think in your discussion you pointed out one thing 
being very desirable on the part of the administration. If there is a 
problem in this matter of Federal power, the Bureau and the other 
agencies could make certain studies to see if these things could be 
clarified and coordinated in a more efficient manner. I don’t think 
they would lose the support of the Midwest farmers on their power 
policy. 

But it seems that our rush here to get some criteria in effect as of 
January 1 has some significance to me, having worked in a lot of ar- 
rangements where we had to deal with power suppliers 

And so all these people have asked for, Senator—and this is the 
thing I want to clarify; we are getting into a lot of discussion here 
that is not pertinent to the problem—but the thing I want to em- 
phasize is that all these people have asked for is a postponement of 
this criteria. They haven’t asked for a change in the power policy. 

And all they have done in these meetings, some of them would get 
up and make all kinds of demands for mare ches down here to W ashing- 
ton, and refuse to pay their Bureau bills. That was proposed at one 
meeting. They said: 

All of us quit paying our power bills and what can the Government do about it? 
See what I mean? A sitdown strike. 

Those things were proposed. But the responsible people down there 
in the Missouri Basin have not officially gone on record, that I know of, 
against the policy, but they are united 100 percent against the criteria. 

Number two, in summing up my testimony here, it is our feeling in 
Kansas we still want to support the administration. 

I might quote from one thing in my statement. 

The manager of a system in Colorado told us in Omaha—and | 
think that is our real feeling on this whole matter of the criteria—as I 
got his words, he says on page 5: 

I will sign a new contract tomorrow with the Bureau if their representatives 
will show me that we buy our power below cost. We want no subsidized power. 
Likewise, as a business man, I want no monopoly hijacking up my cost just because 


he thinks he has the authority to do it. Whether it be Government or a private 
power company, I want those prices fair and reasonabie. 


And, Senator, I think that about expresses our feeling around 
Kansas on this power situation. 

Another speaker, the president of the Colorado Statewide, one of 
the finest men I have met in my work of rural electrification, was 
answering criticism that we were a bunch of rabble rousers trying to 
embarrass the administration. He said: 


I believe firmly in a two-party system. I hate to see a group of willful men 
use the Republican Party and its fine record to destroy these rural electric 
cooperatives. 

So we have come in here not with the idea of stirring up trouble, 
embarrassing the Department of the Interior, but we have come in here 
honestly and fairly making a reasonable request that this criteria be 
postpone 1d, because, from our experience in the field, I am sure 1 year 
is not too much to study a basic change in the philosophy of the han- 
dling of Federal power. 

That is all we are asking for, a hearing, and not to put these things 
in on the 1st day of January and then take Ancher Nelsen around and 
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put him on the spot to say, “Now, here, boys, let us get this thing 
going,” and that sort of thing. 

I want to express my appreciation. I have used a lot of time here. 

Senator KricGore, | think it would be advisable that your entire 
statement be put in the record if you have no objection. 

Mr. Jenness. Thank you 

Senator KiiGore. It is concise and has the approval of the Execu- 
tive Committee. 
(The document above referred to is as follows:) 











STATEMENT OF JOE JENNESS, ExecuTIVE SECRETARY, KANSAS ELECTRIC 
CooPERATIVEs, Inc., Topeka, Kans. 









BACKGROUND OF WITNESS 







Completing fourth year as executive secretary of Kansas Electric Cooperatives, 
Inc., Topeka, Kans., a statewide association of 30 rural electric systems serving 
65,000 consumers, whose electric service was financed through the Rural Flectri- 
fication Administration. From 1939 to 1950 a career employee of the Federal 
Government, assigned from 1944 to 1950 as a field representative of the Applica- 
tion and Loans Division, REA, working principally in the Missouri Basin States 
of Colorado, Kansas, and Wyoming. 

Because of sparse population, lack of diversified needs for electric power, it was 
necessary that power costs be studied for their bearing on loan feasibility if I 
were to assist farmers to organize electric cooperatives which would qualify for 
REA loans. At one period when high power costs prevented REA capital from 
coming into Kansas I worked as consultant to a local power supply committee 
representing 14 systems, which obtained a substantial rate reduction from a 
private power supplier, during the period of rising labor and material costs. 

In my present employment I aided Burns & McDonnell Engineering Co., 
Kansas City, Mo., over a 2-vear period to secure field data necessary to make the 
first statewide study of Kansas rural power needs. The most desirable plans 
involve Interior power, both from Missouri Basin and SPA areas, and affect in 
their final stages every rural electric system and private power consumer in the 
State. 

During the past year I have helped to organize the KEC Power Committee of 
13 representing the 4 power supply areas in Kansas. They are working with 
private and Federal power suppliers to the end that Kansas rural systems may 
have adequate, low-cost power for load growth. 

Suggested the idea of a Missouri Basin Task Force, now the Missouri Basin 
Electric Consumers Association; active on the Committee on Power for the 
Southwest, and an incorporator of the Southwest Power Cooperative, Oklahoma 
City, Okla. 

I am not an electrical engineer nor do I appear here as a specialist in engineering 
phases of the power problem. My graduate studies were in the field of public 
administration and my experience and knowledge deal with the tremendous job 
of trying to make rural electrification function as a financially sound activity. 































1. Why should Kansas be concerned with Interior Department power policy? 

Kansas is within the Missouri Basin, is a member of the Missouri Basin Inter- 
Agency Committee, its Governor is a member of the Missouri River States Com- 
mittee considering a basin compact. Our studies indicate that the key to low- 
cost power in the vast wheat areas of our State is Bureau power to be developed 
from the Pick-Sloan plan. 

Rural electric cooperatives invested $10,000 in a 2-year engineered power study. 
A number of plans were studied and the best offered nearly 4 mills savings over 
present power costs through integration of Bureau power over private utility 
lines. This would provide the people in low density areas with a power cost 
comparable to that charged in higher-load areas. Problems of population and 
distances create the need for a public approach to the problem, similar to the 
need for national support of Federal aid for highways in the less populous areas. 

The Western Light & Telephone Co., of Great Bend, Kans. has constructed 
one of the largest transmission lines in the State from Smith Center, near the 
northern border to Medicine Lodge, near the southern border, and on to Dodge 
City. Designed for 115,000 volts it could be of great service to the people of 
Kansas once Federal power arrives at Grand Island, Nebr., where contracts 
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betwee »n the Bureau and Nebraska have been under negotiation. 


Only a few 
miles of transmission are required to enable this company to wheel Federal power 


to most of Kansas through its 5 interconnections with Kansas Power & Light and 
2 interconnections with Central Kansas Power Co. 


Our power suppliers have assured us in our meetings and conferences that if 
there are advantages to Kansas through Federal power they will cooperate with 


us in seeking its development. Under the new 


Criteria of Interior it has no 
value to us. 


The new Criteria cut Kansas out of the Missouri Basin marketing area by the 
use of a political boundary, namely the Nebraska State line, rather than an 
engineering limitation on transmission distances, such as formerly used by the 
Bureau. Furthermore there are indications that southeast Kansas is now shut 
out of SPA territory under the new power policy terms. 


2. Is Bureau power the only Federal power of concern to Kansas? 


No. In southeast Kansas are five rural electric systems, in territory served by 
Kansas Gas & Electric, a subsidiary of Electric Bond & Share. 

Six have a wholesale rate of 5.6 mills, lowest in the State, and identical to the 
rate charged by SPA. When the Congress authorized SPA to build trans- 
mission from Butler, Mo., to Burlington, Kans., so Vinita, Okla., this supplier 
with approval of the Kansas Corporation Commission dropped its rate about a 
third. This transmission line then was never built. So long as SPA functions 


at, the present cost of power, it would appear these cooperatives will continue to 
have their present rate. 


8. Since Kansas cannot sign Federal power contracts at this time, why should the 
cooperatives be concerned over Interior contract conditions? 


If preference customers are to be compelled to estimate their needs for 20 
years and the remaining power turned over to nonproference customers for an 
identical period, then, if Kansas should succeed in being recognized in the 
marketing area, the ste r will be gone. 

On October 7, 1953, Interior representatives announced at a meeting in Pine 
Bluffs, Wyo., there is 100,000 kilowatts of power in the existing Bureau system 
not under contract. We could qualify now for 30,000 kilowatts. However, I 
was told if we submitted an application, it could not receive consideration be- 
cause under the new criteria the State is not in the marketing area. The new 
policy is just the opposite of the old policy under which it would be feasible to 
include Kansas 

Twenty years is longer than the entire life of REA to date. An irrevocable 
contract for 20 vears approaches a patent right, a vested interest, a monopoly 
on a public resource, and should definitely be the concern of this committee, 
for its effect on the bargaining rights of rural electric cooperatives. 

These criteria favor the customer with steam generation, in the main, private 
utilities. Since the Interior criteria calls for a penalty for overestimating power 
requirements and since administration policy declares it is the responsibility of 
the customer to provide for his load growth, it is conceivable that preference 
customers may be forced to consider investment in steam sources to supplant 
power requirements. However, if the advantages of integration are tied up for 
20 years with private utilities and integration is not available to justify steam 
investments, the right to generate is nullified and preference customers may be 
forced to buy from nonpreference customers. Hence these criteria are not in 
the public interest but serve to create a monopoly in restraint of free enterprise. 


4. Why do you think application of the policy should be delayed rather than changed? 

Well, we in Kansas like our President and want to see his administration suc- 
ceed. Since the power policy was issued witn the approval of the Cabinev and 
is therefore administration policy, we feel that pernaps che criteria, implementing 
the policy, were hastily conceived and not related to conditions in the field. 

For example, 90 days is all that has been allowed present Bureau customers to 
submit an application for their needs for 20 years, under pain of having their 
present contracts canceled by use of the 3-year withdrawal clause and their 
resent allocation of preference power thrown back into a pot for reallocation. 

his forces them to a decision before uhe Congress can convene. 

Take Kansas for example. We met with our power suppliers in August and 
agreed to secure data on existing loads and growth for a 3-year period. The 
representatives of the private utilities told us that figures beyond 3 years can 
only be guesses. Yet Interior, in effect, says do it for 20 vears. Four months 
later we have some spots still unreported. One system estimates load growth 
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at 24% percent. Another 28 percent. It may take a whole year to get informa- 
tion of an accuracy on which to justify investment. And this is just one Svate. 

I met REA Administrator Ancher Nelsen in Wichita last month. He told 
ne he had ordered a study of the effect of Interior criteria on REA cooperatives. 
When REA compiled the power requirements for us in our own State study, it 
took a year to supply this information to Burns & McDonnell. TI just don’t see 
how the REA Administrator, trying to work with a reorganized, streamlined 
and reduced staff, can possibly complete an adequate study by the middle of 
this montn for action before January 1, 1954, not of one State but a score or 
more States. 

How can any reliable study be made of a policy that reverses a trend of 50 
vears in 90 days? This alone should indicate chat the criteria were hastily con- 
ceived, approved by supervision new on the job, and are not backed up by situa- 
tions in the field. Hence the request that a year’s delay in application of the 
criteria appears reasonable in view of the sweeping effect they have on rural 
electrification. 

The only justification I have seen from Interior is that they have power to 
market and must have contracts ready to do business. On the other hand, exist- 
ing contracts have 3-year withdrawals and any renewals or additional contracts 
on the old terms would not impose a hardship on the Government while Interior 
studies and proves its contentions that Federal power should cost more. 

At the Omaha, Nebr., meeting of the Missouri Basin Electric Consumers’ As- 
sociation on November 16, 1953, I asked the Chair if there was any evidence 
throughout the 10-Stete region that Bureau field personnel had made contacts to 
gather evidence to sustain the new criteria. Does anyone have proof the Fed- 
eral power is being sold below cost? I could find no knowledge of any Interior 
activity to develop proof. 

With some 38 formulas for figuring power dam costs, how can anyone get & 
reliable answer in so short a time? In requesting a year’s delay in which to 
study and justify the criteria, the customers of the Interior Department are cer- 
tainly being reasonable, fair, and considerate. We resent charges we are trying 
to embarrass this administration. 


5. Don’t you think opposition to the new criteria is by pressure groups? 


In any public question so far reaching as Federal power, there are bound to 
be radicals. However, I believe the true feelings of a majority of farmer direc- 
tors in the Missouri Basin area were expressed by a Colorado system president 
at Omaha, when he declared: 

“] will sign a new contract tomorrow with the Bureau if their representatives 
will show me that we buy our power below cost. We want no subsidized power. 
Likewise, as a businessman, I want no monopoly hijacking up my cost just 
because he thinks he has the authority to do it. Whether it be Government or 
a private power company, I want those prices fair and reasonable.” 

Another speaker declared he believes firmly in the two-party system He hates 
to see a willful group of men take advantage of the Republican Party. 

We in Kansas are confident our Congressman Clifford Hope will have a sound 
program for agriculture by next fall. But in the Midwest, where water and 
power are so essential to the economy, the Interior criteria are developing grave 
concern among our farmer directors. That’s why we seek additional time for 
study. 


6. Do you believe in Federal ownership of the power business? 


No;I donot. The Federal relationship should be on the order of manufacturer 
and warehousing, and not wholesaler or retailer. In Wyoming the Bureau had a 
few retail customers and was doing its best to turn them over to a utility or co-ops. 
However, with proper safeguards and some effort by the administration, these 
problems could be cleaned up without a complete change in policy. 

In my years of working with power supply situations, I have never been con- 
vinced the Government should retail power except for its own needs. Our neigh- 
bor on the north is a complete public-power State. Its power costs and its service 
problems convince me that Government is not the best wav of handling the power 
business but should confine itself to natural resource development and wholesale 
transmission. 

However the administration appears new and confused. Its power policy 
overlooks the fact that utilities are monopolies. History of monopolies proves 
the neeo of Federal regulation and State regulation, that there is a public interest 
involved in power, not necessarily ownership, but in its operations. The prefer- 
ence clause of the Flood Control Act shows Congress was aware of this and moved 
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to give equality to municipal and nonprofit cooperatives as a device or method of 
combatting the monopoly nature of the utility business. 

Failure to understand the difference between private enterprise and monopoly is 
causing the administration to make a major blunder, as the Denver Post termed 
it, in the power policy. 

My opinion of the Interior criteria is it limits the application of the preference 
clause and can operate to defeat it entirely. This is in violation of the intent of 
the Congress and so justifies those injured to take steps to stop misuse of admin- 
istrative authority. 


7. Do you think mass meetings and marches on Washington should be encouraged? 


No. In my most recent trustee meeting we voted down participation in public 
demonstrations. We want to see this Administration succeed. We have confidence 
in our President, our REA Administrator, Mr. Nelsen. As soon as the facts become 
clear to them as to the destructive effect of the Interior policy on rural electrifica- 
tion, we feel they will act to postpone the policy application until it can be studied 
and sound conclusions reached. 


8. Why do you think this power policy is a concern of this committee? 


When Assistant Secretary of the Interior Aandah] made a speech in Fargo, 
N. Dak., on September 29, 1953, he announced plans to raise the price of Federal 
power. 

Since the power business is a monopoly, subject to regulation, such a sweeping 
change in policy and prices is bound to affect consumer power costs. Is it 
possible the beneficiaries of the new criteria assisted the Government in formulat- 
ing its new criteria, thus nullifying competitive effects in power production to the 
injury of consumers? I am told no rural electric representatives were consulted 
before the criteria were announced. 

It would seem in the public interest that an investigation be made as to how 
the criteria turned out this way and if there is an organized attempt to create a 
monopoly on power. With the Government a monopoly and acting like a monop- 
oly, we get the effect of a double-barrel monopoly, as one of my Kansas managers 
terms it. 


9. Are electric cooperatives entitled to any special considerations? 


We should keep in mind that some $3 billion of Federal credit exists in the rural 
electrification field. All of this must be paid back to the Federal Government with 
interest by the farmers of America. To allow another agency of the Government 
to strike at the financial solvency of several hundred borrowers of the Govern- 
ment in order to appease an alleged injury to a prosperous private power business 
indicates a confusion of responsibility that should be clarified. 


10. Do the criteria strengthen free enterprise? 


No. In all the claims and counterclaims about Federal power, I recall it was 
Federal power from natural resources that gave us the atomic bomb. We need 
vast quantities of power to make the sinews of war and keep abreast of Russian 
production. The need is greater than private capital can supply. These criteria 
slow down development of our natural resources and make us vulnerable to attack. 
Let’s make our country strong and through law regulate Federal power so as not 
to injure private enterprise. Only then can we hope to survive. 


11. Have you any figures as to the effect on Kansas rural electric systems of Interior 
policies? 
We have some studies under way but did not have sufficient notice to complete 
them for this appearance. If the committee will grant permission, we would like 
to file such a report before these hearings are completed. 


Mr. Davis. Mr. Chairman, may I make a statement here? 

Senator Kingore. Yes. 

Mr. Davis. In the quotation, Senator Kilgore, which you put in 
the record, from the statement, is this implication, which is in the 
form of a question, on page 6, paragraph 8, in which Mr. Jenness 
asks the question: 


Is it possible the beneficiaries of the new criteria assisted the Government in 
formulating its new criteria, thus nullifying competitive effects in power produc- 
tion to the injury of consumers? 
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I want to call attention to the categorical denial of the Secretary 
that these persons, unnamed but implied, were consulted in con- 
nection with the preparation of this criteria. 

I can’t let that question stand without recalling attention to the 
positive testimony there is in the record on the point. 

[ also think, in fairness to all of us concerned, it should be called to 
he attention of the committee that there is no indication on the part 

the Department and no intention on the part of the Department 
to do anything whatever toward raising the rates of any of these 

ystems except and only as the formulae laid down by the Congress 
bring us into that very unfortunate situation, which I would suspect 
all of us would regret just as much as you would. 

But I think I should point out that the testimony here has shown 
that many of these projects, because of rising costs, have run 100 
percent, some of them even 200 percent, above the figures on which 
the rates were based, 

As, for instance, Senator Kilgore, I don’t know whether you were 
in the room or not, but the figures in the Southwest Power Adminis- 
tration indicate there a discrepancy of a full 100 percent of difference 
between estimated allocations of the engineers at the time the appro- 
priation was asked for and the base which is being used. 

That is, in my judgment, Senator, a national problem, a serious 
problem. I don’t know whether it is an Interior problem, but cer- 
tainly we are in a very anomalous situation when we estimate that we 
will build a project for $200 million, we fix a rate schedule based on 
$200 million, then we find we had spent $400 million. 

Now, what are the obligations of the Department of the Interior 
in that connection? 

[ just want to point out that we get into that situation. And, of 
course, We are into that situation in the Missouri Basin, as everyone 
knows. 

Again, without fortifying myself with figures—I haven’t them 
here—but in the beginning, my recollection is that this basin program 
was estimated at about $1,700 million, or some such figure as that. 
Now we are actually up to $4 billion; we are not through. The indi- 
cations are that to complete the Missouri Basin program it may run 
to some $6 or $7 billion. That is the figure I have seen in the congres- 
sional bill here. 

I think we must all face the very unpleasant fact that somebody, 
maybe the Congress, must make the choice as to whether or not we 
get that money back through the power rates in the area, or whether 
we go through the Rural Electrification Administration. 

In any event, the practical fact is that the problem has not worked 
out the way it was anticipated when those systems were begun. 

I just want to get that comment in the record that those who look 
at it may understand that the Department of the Interior faces some 
very serious problems here, which are not easy of solution. 

Mr. Wisn. Mr. Chairman, may I make a statement now, please? 

Senator Kincore. Yes. 

Mr. Wise. I am afraid it is the type of statement which my good 
friend Mr. Davis has just made which causes the cooperatives to have 
so much worry and suspicion about the attitude of the Department 
of the Interior. 
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I am sure you didn’t mean to do it, Mr. Davis, but I charge you 
completely misstated the testimony which has been given im this 
hearing. The testimony to which you are referring had no relation 
to cost, as to how much variation there was between estimated and 
actual cost, but referred to the method, Mr. Davis, of allocation of 
cost or that portion of cost which should be charged to power that 
exists between the estimates or the theory of the Corps of Engineers 
and the theory of the Department of the Interior recently. 

What you have said has created such a false impression to the press 
and in this record that I think it is very unfair. It has a lot to do 
with the suspicion and distrust which there is. 

Senator Kircorr. We are going to recess at 11:45 until 2 o’clock. 

I have not been able to be here constantly, but I have been trying 
to clarify what I might call the points of division in this controversy. 
So far I think I have identified at least two that are definite. 

One point to which the cooperatives object is the long-time con- 
tracts, 20-year contracts, with nonpreferential takers of power. 

Am I right in that one point, that they object to that? 

I am asking all you gentlemen on that side of the table. 

Mr. Wise. Could you ask that again, Senator, please? 

Senator Kitcore. The long-term contract to the nonpreferential 
purchasers of the power, that is one point. 

Another point is that you seem to think January 1 is too early a 
deadline on requests for power allocations for the 20-year contract 
that the cooperatives and other public preferential customers will have. 

Am I correct in that as a point in controversy; that you think you 
should have more time? 

Mr. Jennzss. Yes. 

Senator Kricore. Are there any other highlights of objection? I 
want to get them thumbnailed at this time, if I can. Then it is easy 
for me to follow intelligently the statements of witnesses on both sides. 

Mr. Wise. There are a number of objections, to which testimony 
has been given during your absence, Senator. 

Senator Kitcore. If you will pardon me, I believe that those 
objections have been so scattered through the testimony that I am 
thinking of when the committee starts going over this thing. 

I am just wondering if you gentlemea could make up a short state- 
ment of these points of objection and get them in this afternoon, if you 
can, just in one place, so that when it comes up for discussion in 
committee, it would simplify our work a whole lot. Then we could 
go through the evidence and find the supporting evidence and con- 
tradicting evidence in the hearing on those points. 

I am wondering if it is asking too much. You gentlemen have had 
a good deal of experience, and I wonder if you could reduce those 
points down and we will put them in. Then the representatives of 
the Brueau can thumbnail their end of it in thumbnail sketch form, 
if possible, so that we then have a clearcut issue for the committee 
to consider. 

Is that clear? 

All right, we have 3 more minutes. 

Mr. Jenness. I would like to make one observation here with 
regard to Mr. Davis’ statements on the increase of costs of the 
dams. 
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The very same argument was given to me in Kansas when we 
couldn’t make an REA loan 1 year on account of lack of feasibility. 
So when the power company faced increased costs of material and 
labor, and increased costs of operation, they gavejus a rate reduction 
from 11 mills to 7 mills; almost half. 

In other words, if you approach the problem correctly with under- 
standing, you could even reduce rates at times of increased costs. 

Mr. Tupor. There is one hydroelectric project in which the Army 
engineers do sell power direct. That is Saulte Ste. Marie. But there 
is an exception to that general rule. 

Senator Krncore. We will recess now until 2}o’clock. 

(Whereupon, at 11 45 a. m., the hearing,was “recessed to reconvene 
at 2 p.m. the same day.) 


AFTER RECESS 


Senator Kircorr. The hearing will come to order. 

Mr. Wise, did you want to say something? 

Mr. Wise. Yes, Senator, instead of going to lunch I attempted to 
comply with your request at noontime. 

Senator Kircore. Might I suggest that you get together with all 
of them and boil this thing down? That would give you more time. 
1 am thinking of the committee’s work. 

If we can get the issues properly outlined here, it would be much 
simpler for the staff then to go back through the evidence and see 
what the situation is. 

I appreciate your work during the lunch hour. I did not realize 


[ was putting to you as difficult a proposition as that. We would 
want to have it reduced down to the number of words, in the simplest 
language as & judge in my State used to say “so us poor folks know 


” 


what you’re talking about,” as to this question of power and distri- 
bution from Government-owned facilities. 

Do you not think it might be better to consult with all the others, 
so that we get every point in one place? 

Mr. Wise. These gentlemen are leaving immediately after the 
hearing to go back to their respective homes. I think we have just 
about the statement. 

Senator Kircore. If you have it, put it in now. I want to give 
you all the time you need to put everything in, because they may 
want to reply to it. 

Mr. Wise. We have it in arather concise form. It is not too short 
because there are a number of issues, but it is concise. 

Senator Kitcore. I want it plain and clear and as precise as can 
be made. 

All right, now, go ahead, please. 

Senator Wetker. Mr. Senator, since this matter is a matter of 
education to the Senator from Idaho 

Senator Kiicore. And also the Senator from West Virginia, may 
I say. 

Senator WeLker. Certainly. 

I wonder if the committee chairman will have any objection to my 
sitting in? 

Senator Kitcore. Not the slightest. 
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Senator Weiker. I assure you I know very little about it, but | 
want to learn all I can. 

Senator Kincore. May I say that precedent was established by 
the chairman of the Judiciary Committee, in which members not only 
of this committee but any other Senator, had the privilege to come in 
and listen, and at any point when he wanted to ask questions, to ask 
questions. 

Senator WeLker. Thank you very much. 

Mr. Wise. May I say, Senator, we have been referring to coopera- 
tives, and witnesses for the farm people have been referring to coopera- 
tives throughout the hearing. In Nebraska they are organized on a 
power district basis rather than a cooperative basis. 

Senator Kiicore. Is it not just a different terminology? It is the 
same thing in Dutch. 

Mr. Wise. So far as this problem is concerned: yes, sir. 

Senator Kincore. In other words, it represents what we might call] 
a public claimant within the preference classification: is that right? 

Mr. Wise. That is right. 

Senator Kincorr. Whether you call it a district, a cooperative or a 
municipality, they are claimants under the preferential classification? 

Mr. Wisr. Yes, sir. We are not representing the municipalities, 
we are merely representing the rural cooperatives and power district, 

Senator Wrexer. I have a question, please, Mr. Chairman. 

Senator Kincore. All] right. 

Senator WELKER. Mr. Wise, will you identify yourself to me? 

Mr. Wisr. My name is William C. Wise, J represent the Missouri 
Basin Electric Consumers Association, which is an organization organ- 
ized by the cooperatives and rural power district in the basin, in 
connection with this specific matter. 

Senator Weiker. You are their attorney; is that right? 

Mr. Wisz. Yes. 

Senator WeLker. Thank you, Mr. Wise. 

Mr. Wiser. The cooperatives and rural power districts object to the 
criteria because it violates the preference laws. 

In addition, the rural systems most strenuously object to so vital 
a change in policy being made effective while Congress is not in 
session, thus eliminating any prior review by the appropriate com- 
mittees or Congress itself. 

Objectioa is also made to the failure of the Department of the 
Interior to give either the Rural Electrification Administration or the 
cooperatives an opportunity to study and comment upon the criteria 
before issuance, 

Serious objection is also made to the requirements that all applica- 
tions must be on file by January 1, 1954, and that no applications 
received after that date will be considered. 

Senator Kinrcorr. I have a question right at that point, Mr. Wise. 

What was the first date on which your organization ascertained 
that new criteria are being substituted? 

Mr. Wise. The date of the press release, sir, is Sunday, September 
13, 1953. And that gradually worked itself out to the various organ- 
zations. 

Senator Kincore. And the closing date is January 1, 1954? 

Mr. Wisz. Yes, sir. 
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This is much too short a period for the rural systems to make such 
an important determination of their future power needs. 

Senator Kricore. In that original press release, did that give any 
details of the criteria, or just the fact that criteria was being changed? 

Mr. Wise. The criteria was attached to that press release. 

I gather in effect you would say that is the date of the criteria. Is 
that right, Mr. Secretary? 

Mr. Aanpaut. That is right. 

Mr. Wise. Specific points to the objection in the criteria are, going 
down page by page, under supply —— 

Mr. AanpAHL. May I take just a moment to say that the criteria 
for the Eastern Division is dated September 10th, and it had secre- 
tarial approval on September 14. Those dates tie together quite 
closely. 

Mr. Wise. Thank you, sir. 

The specific points of objection in the criteria are: Under the power 
supply provision—— 

Senator WeLtker. What are you referring to now? 

Mr. Wiser. The marketing criteria for the Western District. It is 
identical with the Eastern. 

Senator WeLker. Very well, thank you. 

Mr. Wiser. Paragraph 1 denies utility responsibility on the part of 
the Department of the Interior and limits the purchase of thermal- 
generated energy to firm up hydro generation to the average water 
year instead of to the amount which would result in the most profitable 
operation by the Government and the greatest amount of energy 
being made available to the rural system at the lowest cost. 

Under the marketing criteria provisions of the criteria—I may say 
they are divided into 3 sections—under the marketing-criteria provi- 
sions, paragraph 2 removes the withdrawal provisions from contracts 
with nonpreference customers. 

Paragraph 5 abandons the old policy of taking care of the growing 
needs of the rural systems. 

Paragraph 6 tells cooperatives to look elsewhere for growing needs, 
destroys preference by giving “equal opportunity to all potential 
purchasers.” 

Paragraph 7 extends existing contracts with nonpreference cus- 
tomers to a maximum of 20 years from the present time and removes 
the withdrawal provision from such contracts, thereby completing 
nullifying the preference laws. It gives preference to nonpreference 
customers which can be supplied from existing facilities and arrange- 
ments over potential preference customers. 

It will reduce the area of service and thereby deny preference rights 
to rural systems within the Missouri Basin which have expected to 
receive Bureau power. 

Paragraph 9 expressly destroys preference with respect to dump 
energy. 

Paragraph 10 destroys the postage-stamp-rate concept. 

Paragraph 11 would penalize G. and T. cooperatives if they accept 
the new arrangement, penalize them financially. 

Under rate provisions, paragraph 1 substitutes a minimum annual- 
capacity charge for the minimum monthly bill used previously, 
This change will seriously penalize the rural systems, making it im- 












310 POWER POLICY 





possible to contract for demands in the future without seriously 
damaging extra charges for power not used. 

The rural systems do not sell contract and pay this penalty. Power 
may be sold on 20-year contracts without withdrawal provisions to 
utility companies. 

It is submitted to the committee that the effect of the new marketing 
criteria of the Department of the Interior will reduce competition in 
the electric industry and result in an unreasonable increase in the 
cost of electricity to consumers, and that the new marketing criteria 
appears to be a part of a national pattern which is emerging to reduce 
competition in the electric industry and result in an unreasonable 
increase in the cost of electricity to consumers. 

That concisely, without giving any of the arguments, summarizes 
the points which we wish to make. There may be others which a 
more complete investigation will disclose. But that covers it para- 
graph by paragraph. 

I also would like to insert into the record a study which has been 
made, which is labeled ‘““Changes in Federal power policy and Missouri 
Basin marketing criteria.” 

It is divided into three columns. Under the one it shows the tradi- 
tional policy. The next column shows the new rule, and the next 
columns hows the effect on the cooperatives of those new rules. 

Senator Kitcgore. That will be introduced. 

(The document referred to was marked ‘Exhibit A—K”’ and filed 
with the committee.) 

Senator Kingore. Let me ask you on this point: I am completely 
befogged by the use of the term “postage stamp.’”’ Just what do you 
mean by that term? 

I would like to get that defined for the benefit of the committee. 

Mr. Wise. I may say that and the various other points raised in 
my statement have been discussed in the testimony given in this 
hearing. 

By postage-stamp rate we mean a concept which emerged, I am 
not sure how long ago, but was adhered to fairly consistently by the 
Department of the Interior until a year ago, under which the farmer, 
or the customer who lived a considerable distance away from the 
source of power paid the same rate as the customer who lived right 
next door to the source of power. 

As a matter of fact, it is a matter we discussed with you this morning, 
Senator. 

Senator Kiteore, In other words, it means that the price of power 
would be balanced between the distant and close customers in such a 
way that all pay the same rates, which is a custom practically uni- 
versally done in business now in nationally advertised products when 
they advertise a certain price. 

Mr. Wiss. I don’t know if I am qualified to speak on that. 

Senator Kiregorre. Take Arrow or Manhattan shirts, and things of 
that kind, you have a national price. 

Mr. Wise. It is the same theory. And the cooperatives in their 
retail rates carry that out completely. 

Senator Kitcgore. It is very different from when you buy coal or 
wheat or cattle in my State or your State. You buy them f. o. b. from 
the point of delivery and then you add to that the cost of shipment. 
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Mr. AAnDABL. Mr. Chairman, I don’t know if you want discussion 
at this time, but I would like to have an explanation of what features 
of the criteria destroyed the postage-stamp rate. 

Mr. Wise. The provision in paragraph 10 of marketing criteria, 
which reads as follows: 

In connection with power sold and transmitted over the line of others under 
wheeling arrangements, the Bureau will not absorb more than 1 mill per kilowatt- 
hour and associated losses for the wheeling losses for the transmission of firm 
power. Care will be taken to determine commitments to less than 1 mill, where 
because of short distances or other reason, a small amount is adequate compensa- 
tion now. 

The customer will pay all wheeling fees and power and energy loss allowances 
incurred in the delivery of secondary or dump energy. 

Senator Kiicore. Let us get that straightened out. Your defini- 
tion unfortunately went to the individual customers. This definition 
goes to the cooperative customer and not the individual buyer from 
the cooperative, in which, under the criteria, the Bureau absorbs 
anything up to 1 mill wheeling charge to the cooperative. 

Is that not right? 

In other words, it does not go down to the individual user, but goes 
to the cooperative, is that right? 

Mr. Wise. Yes, sir; it goes to the point of delivery to the coopera- 
tive. 

Mr. AANDAHL. I would like to ask in what respect that differs from 
the former policy and how there is a change in the postage stamp rate. 

Mr. Wise. That is the first formal statement that we have seen 
that destroys the postage stamp rate. It is true that the Bureau of 
Reclamation in the last year or two was negotiating contracts along 
that same basis, but there was never any formal statement, which 
we have been able to discover, to vitiate the postage stamp rate which 
previously existed. 

Mr. AANDAHL. This merely picks up and definitely states a pro- 
cedure that has been in process in the Bureau for a long time. 

Mr. Wise. No, sir; not for a long time. For the last year or two 

The first time I personally heard of it was about 2 yearsago. Before 
tbat, it was the same regardless of what distance you were from the 
line you paid the same rate. 

Mr. Aanpauu. May I ask Mr. McPhail to offer a word of explana- 
tion and detail there? 

Mr. McPuam. | can’t agree with Mr. Wise on that. It has been 
our policy for many yesrs not to pay more than 1 mill per kilowatt- 
hour for wheeling charge. 

Senator WELKER. You say it has been your custom for how many 
years? 

Mr. McPuatt. For several years. 

Senator WeLker. What do you mean by several; 1, or 5, or 10? 
Do you have anything you could show Mr. Wise there that would 
refresh his memory? 

Mr. McPuait. I would say about 5 years. 

Senator WeLker. And you say, Mr. Wise, you have not heard of 
that only in the last year or so? 

Mr. Wise. Yes, sir. 

Mr. McPhail, what is the date of the first wheeling contract entered 
into by the Bureau of Reclamation, which resulted in a cooperative 
having to pay more than the postage stamp rate? 
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Mr. McPuaiu. The first contract that I recall to be entered into 
where there were Wheeling charges involved that were greater than 
the Bureau was willing to pay was probably with the Public Service 
Co. of Colorado. 

Mr. Wise. And what was the date of that contract, sir? 

That is the first one I have heard of, too, Senator. Whatever the 
date of that is it is the date I am attempting to establish. 

Mr. McPuain. I would have to check that contract to see. My 
guess is, though, that it was 4 or 5 years ago. 

Senator Kincore. Might I ask, Mr. McPhail, that you furnish th, 
committee with the exact date and the name of the first contract in 
which the postage Stamp rate was, shall we say, changed? 

Mr. McPuam. I will be glad to. 

(Mr. McPhail subsequently informed the committee that the date 
of the contract in question was August 18, 1950.) 

Mr. Wise. In answer to the Secretary’s question, while that was 
done over the very strenuous objection I may say of the cooperatives 
involved, after prolonged negotiation, they never put that in writing 
as a policy, but they did impose it upon the cooperatives at that time. 

Mr. AANnpaut. This, then, does not constitute a change as far as 
Bureau policy is concerned. that takes effect at the date of this 
criteria; it is a policy that has been followed by the Bureau for some 
time. 

And I think it is a very good policy. There must be limitations 
on the distance that the Bureau of Reclamation will transmit power, 
and that limitation is described as the distances that we can reach 
with our own transmission lines. plus an additional distance that can 
be reached by 1 mill of wheeling. If we are going to transmit power 
still farther than that, the expense becomes great enough so we feel 
the customer must bear part of that cost. 

If we don’t do that, our costs will run so high that there is no 
possibility of holding the postage-stamp rates down to where it wil] 
be attractive to preference customers. 

Senator Kincore. I think, Mr. Secretary, that the thing that arises 
is that this is the first definite announcement of the criteria incorporat- 
ing that theory. Previous ones have been in negotiation in the 
contracts. This is the first time a firm criteria has been established. 

Senator WeLker. Do you agree on that? Is this the first time 
a firm criteria has been announced? 

Mr. McPuau. I think this is the first time it has been announced 
in writing, Senator. We have consistently used it in negotiation. 

Senator WELKER. By policy and by your acts, have you not carried 
out just exactly what you say in paragraph 10? 

Mr. McPuat. That is correct. 

Senator WeLker. And, of course, as I understand Mr. Wise. 
his people objected to that. 

Mr. Wise. We objected to that, and the point of the objection is 
that this is the first time it has been reduced to a formalized policy, 
placed in writing. 

To make it crystal clear, these objections are not aimed only at 
the administration of the Bureau under its present management; the 
cooperatives have had disagreements with the Bureau over a long 
period of time. We never found them the easiest people in the world 
to do business with. 
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However, we had hoped the new management would improve the 
situation and not go backward. We now find it is going very far 
backward to the detriment of the pocketbooks of the farmers in the 
basin. 

Senator WeLker. They caused the detriment just because of the 
act that they typed it out in the criteria, in paragraph No. 10? You 

still suffered by prior management, years before. 

Mr. Wisr. To the best of my knowledge, in only a few cases. And 
we sincerely hoped that would be changed. In fact, it has not been 
in writing, it is not included in the statement of policy which the 
department put in, which represented a statement of policy which 
was in existence at the time they took over. 

Senator We_ker. Whether or not it was reduced to writing, your 
ooperative complained it suffered by virtue of it, whatever the term 
of years may have been. 

Mr. Wise. To a very limited extent; yes. 

Senator Kitgore. We are running into the same thing we ran into 
on the basing point proposition. 

Let us proceed with the next witness. 


TESTIMONY OF LLOYD E. CAULKINS, MANAGER, NORTHWEST 
IOWA POWER COOPERATIVE, LE MARS, IOWA 


Mr. SmituHey. Were you present at the time Senator Langer swore 
all the witnesses? 

Mr. Cauuktins. Yes, I was. 

Mr. SmirHey. You took the oath at that time? 

Mr. Cauxkins. Yes, sir. 

Senator Kirgorr. You may proceed. 

Mr. Cauuxrns. My name is Lloyd Caulkins. I am manager of 
the Northwest Power Cooperative of Le Mars, lowa. By back- 
ground, I am an electrical engineer. 

I have been employed by the Black Hills Power & Light Co. for 
5 years; the Bureau of Reclamation for 5 years, and for the last 3 years 
[ have been manager of a rural electric cooperative, 2 years of which 
was a large distribution cooperative and for the past year the North- 
west lowa Power Cooperative. 

Our project is made up of 10 distribution cooperatives in northwest 
lowa, serving about 12 counties along the South Dakota and Nebraska 
boundaries and about 2,300 rural consumers. 

The Northwest Iowa Power Cooperative is a transmission coopera- 
tive, and when complete will consist of about 670 miles of 69,000-volt 
transmission line and 41 substations to deliver power to the load 
centers of the 10 member cooperatives. 

Senator Kiircore. Let me interrupt you at that point. 

You come into that intermediate class, then, what I call the power 
wheeling group, in which you pick it up at the bus bar from the Bureau 
and you take it and distribute it to the various cooperatives at their 
stations; is that right? 

Mr. Cautkins. Essentially. But not at the bus bar; at the Bureau 
of Reclamation substation. 

Senator Kineore. You pick it up there and wheel it in and dis- 
tribute it among the cooperatives that you serve? 

Mr. Cautxins. Right. 








314 POWER POLICY 


Senator Kitcore. Do you have any additional municipalities? 

Mr. Cauuxins. No. We have a wheeling contract with the Bureay 

of Reclamation that would permit the Bureau to serve the municipali- 
ties over this system. As yet there is no contract to serve those 
customers. 

Senator Kircore. Are your charges covered by the wheeling con- 
tract, or do you charge your charges to the cooperatives? 

Mr. Cautkins. Both. The 1-mill wheeling that will be paid by 
the Bureau is part of the amount that will be used to amortize this 
investment and pay the interest. And there can be an additional 
amount of up to 2 mills assessed per kilowatt-hour to each of the 
member cooperatives. 

Senator Kincore. Who are the owners of your outfit? Are they 
the member cooperatives? } 

Mr. Cavutxins. The 10 member cooperatives. 

Senator Kircore. The 10 member cooperatives own it, so it is 
really a pooling of their resources to get the necessary power wheeling? 

Mr. acease, That is right, sir. 

Senator Kitcore. And distribution of the cost? 

Mr. Cau.kins. Yes. 

Senator Kitcore. All right, you may proceed. 

Mr. Cau.xrins. It was organized for the purpose of obtaining low- 
cost hydroelectric power to the farms of the northwest Iowa area. 
The project was organized in 1949 when plans of the Bureau of 
Reclamation had been approved to the extent that this low-cost power 
was to be available in northwest Iowa. 

After organization in 1949, negotiations with the Bureau of Reclama- 
tion were started to agree on a method of getting this power into the 
substations of the member cooperatives in northwest Iowa. At the 
same time, negotiations were being carried on with REA to find a 
feasible method of moving this power from the Bureau facilities to 
the load centers of the member cooperatives. 

Many, many weeks of exploration of a variety of schemes to accom- 
plish this were required before the present plan was evolved and 
approved. 

I do not have a large key map of the project, but I would like to 
submit for the record this brochure that shows the general area in 
which our project operates and the lines and substations that would 
be required to serve that area. 

(The document above referred to was marked ‘Exhibit A-L’”’ and 
filed with the committee.) 

Mr. Cauikins. Numerous conferences were held with the utilities 
serving these cooperatives to see what they would do to assure ade- 
quate transmission lines and line capacity to serve the cooperative 
loads. Because some of the cooperative load centers were served 
from municipal sources where no utility transmission lines existed and 
because utilities would not build new lines to reach load centers, and, 
further, because many existing utility lines would not be rebuilt to 
assure adequate service to then existing load centers, the cooperative 
finally designed and obtained pptovel of the plan as shown on the 
brochure as the most feasible method of assuring an adequate supply 


of low-cost power from the Missouri River to the load centers of the 
10 cooperatives. 
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lo construct these lines and substations, a loan from REA was ob- 

ined in the amount of $7,551,000. This loan was approved in July 

\52, and considerable construction work is now in progress to permit 

ceiving Bureau power sometime in 1955 in accordance with existing 

ireau plans. 

In 1952, sale of power contracts were executed between the Bureau 

Reclamation and the members of the Northwest Iowa Power 
ooperative. ‘These contracts were on the then existing marketing 
olicies and rate schedules covering firm power sales by the Bureau. 

Also executed in 1952 was a wheeling contract between Northwest 
lowa Power Cooperative and the Bureau of Reclamation. This 

rovided for payment of 1 mill per kilowatt-hour for all energy de- 
vered at the substations of the member cooperatives or other 
reference users. 

The sale of power contracts with the member cooperatives provided 
or contract rates of delivery that would be adequate for their needs 
for a period of about 5 years and, in 1 or 2 cases, a year or so longer. 
But in these cases there was no evidence that the cooperatives would 
uffer from financial penalties under the minimum bill provision. It 
vas not necessary to contract for power for more than about 5 years 
ecause these contracts provide for automatically increasing the 

mtract rates of delivery upon application to and approval by the 
Bureau of Reclamation. 

Now, the situation has changed. It is now necessary for the co- 
operatives to contract for their needs te cover a 20-year period if 
they are to be assured of a continuing power supply from the Bureau. 
[his will be necessary since all power may be sold on 20-year con- 
tracts as announced in the new criteria. ‘This means that the power 
is no longer on a withdrawal basis from nonpreference customers. 

To contract for power on a 20-year basis is a very costly arrange- 
ment. We estimate that it will cost about $3,600,000 in capacity 
charges for the 20-year period. This is over and above all other costs 
of the power. We prefer to call it a penalty charge. 

As we see it, the new criteria has the effect of further aiding and 
abetting the monopolistic position of commercial utilities in the area. 
This is seen by the fact that all commitments with these utilities may 
be for 20 years. 

Senator Weixer. Mr. Chairman, may I interrupt there? 

Senator Kitcore. Yes. 

Senator Wetker. Do you intend to tell us how you are going to be 
penalized some $3,600,000? 

Mr. Cauxrins. Yes, sir. 

Senator Wreiker. Thank you. 

Mr. Cau kins. In the event we are unable to contract for our 
power needs for 20 years, we will be placed in the position of going 
to the commercial utilities for purchase of preference power which the 
Bureau has the responsibility to supply. And this will place the 
monopolistic utilities in the position of marketing Bureau power to 
preference customers. In this case the power will not be available at 
regular Bureau rates but at a profit to the utilities. 

I would like to digress now just for a short time. 

Senator Kitcore. In other words, to put it down in simple lan- 
guage, if that power is sold to the utilities, you are going to have to 
buy it back from them to take care of the needs of, we might say, 

41455—54—-pt. 1—_—-21 
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stockholders, who are the various cooperatives. If their needs in- 
crease, in other words, if their power consumption increases, you will 
have to buy from the cooperatives, who have in turn bought on a 20- 
year contract from the Bureau of Reclamation? 

Mr. Cautkins. Maybe I have not stated that very thoroughly, 
Senator. 

Senator Kitcore. | just want to clarify it. 

‘That means you will have to go to a middleman to get your power? 

Mr. Cavuikins. That is right. That is the way we see it. 

During the time I was employed by the Bureau of Reclamation at 
Billings, Mont., I had the opportunity of seeing how this monopoly of 
a commercial utility can be strengthened when power is sold to it in- 
stead of preference customers. The Bureau of Reclamation sold 
nearly the entire output of the Fort Peck powerplant. And this is 
in the years of 1944 and 1945, as I recall it. But nearly the entire 
output of the Fort Peck powerplant was sold to the Montana Power 
Co. at dump-power rates of 2 mills. 

Actually, in effect this was not dump power but was firm power as 
far as their use was concerned, but it was sold at dump-power rates, 

This same power sold for 2}; mills to the monopolistic power com- 
pany, and was in turn sold to the cooperatives by the power company 
for about 1 cent. And not until the Bureau had constructed trans- 
mission lines was Fort Peck power available to preference customers at 
Bureau rates. 

In this case, the monopolistic utility further enforced its monopoly 
by refusing to enter into a wheeling agreement that would permit the 
Bureau to sell power to the preference customers in accordance with 
the Fort Peck Act. 

This same utility tried to hold its monopolistic position by opposing 
appropriations for the Bureau transmission lines and substations that 
would permit the Bureau to meet its obligations to serve preference 
customers with Fort Peck power. 

In Mr. McPhail’s testimony here the other day, he explained that 
the Montana Power Co. now has a rate identical to the Bureau rate. 
But this was not the case prior to the time that the Bureau had its 
own transmission lines. 

If the monopolistic power company could afford to sell power now 
at Bureau rates, it appears that a tremendous profit was made when 
power was sold for about 1 cent. 

This demonstrates, as we see it, that if all or nearly all of the output 
of a powerplant is sold to a monopolistic utility by the Bureau, the 
utility will exact a profit from the preference customers to the maxi- 
mum extent possible. And yet, as I understsnd the policy considered 
for the Clark Hill powerplant in Georgia, that that policy is being 
recommended. 

If 1 am not correct on that, I want to stand corrected. 

To get back to our own northwest Iowa conditions: The contracts 
our 10 distribution cooperatives have with the Bureau specify that the 
amount of power contracted for can be increased by applying to the 
Bureau for an increase based on actual need during a 3-year period and 
receiving approval by the contracting officer. These contracts, we 
believe, have now been violated by the new criteria announced in 
September. 
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} begin with, it now appears that one cooperative has contracted 
wer in excess of its immediate needs and will suffer heavy finan- 
penalty unless it amends its present contract to decrease the con- 
rate of delivery. 
nator Kincorn. Let me interrupt you at that point. 
the present time, the cooperatives have how long a contract? 
Cautktins. Thirty-five years, sir. 
ator Kincore. All right, go ahead. 
nator WELKER. I have one question. 
seems that if the suffering cooperative has contracted for more 
r than it needs, that you may readjust or amend that contract. 
AANDAHL. Those contracts will be readjusted any time the 
erative would wish to have them readjusted. 

Senator WeLkrer. Do you have any comment to make on that, sir? 

Mr. Cautxins. The provision in our existing contract, sir, says 
that they can be readjusted on application and acceptance by the con- 
tracting officer by a demonstrated need during a 3-year period. 

Senator We_ker. You made the allegation here that this one coop- 

itive in particular is going to suffer because they overbought, is 
that correct? 

Mr. Cauuxins. That is the way it looks now, that they have over- 
ought, that is right. 

Senator WeLker. You heard the Secretary here say that that could 
be re adjuste d. Do you have any objection to that? 

Mr. Cautxrins. We hope to get it readjusted. 

But the contract that we now have executed would not have been 
responsible for a penalty under the minimum bill provision by actual 
testing of delivery needs of the cooperative under the old contract, but 
it will under the new provision. 

In the criteria it specifically states that there is no provision in 
there for automatically increasing the contract rate of delivery. 

Senator Kitcore. In other words, your problem is if you reduce 
it you face the possibility of being unable to increase it at a later date 
if the demand rises? Is that it? 

Mr. Cauixins. That is the way we read the criteria. 

Senator Kiigorn. I am asking you your theory. It Is not mine. 

Senator Weuker. Is that your theory, Mr. Secretary? 

Mr. AAnpAnL. It would probably be well to bear in mind that 
during the years 1954, 1955, and 1956, when these new blocks of 
power are coming in, the Bureau of Reclamation will have inadequate 
power to meet the needs of the preference customers. And if we 
permit one preference customer to have under contract more power 
than he can use during that period, some other preference customer 
will be without power to meet his actual needs during that period. 

The purpose of the minimum-charge clause was not to require 
customers to pay the minimum charge, but to encourage customers 
to not contract for excess power in order that that power might be 
available for other preference customers in the area 

Senator Wre_ker. That is a pretty sound provision, is it not, Mr. 
Witness? 

Mr. Cautxins. I would like to point out, Mr. Senator, that that 
introduces a serious problem as far as these cooperatives are concerned. 

I have a little further over in my testimony here a rather complete 
analysis of how this comes about, and with your permission, I would 
like to wait until then to present it. 
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Senator Weiker. Very well. I do not want to interrupt you. 

Mr. Cautkins. These contracts are all on a 35-year basis, and the 
feeling is that the cooperatives would be forced to accept a 20-year 
contract if an amendment were made. 

Senator Kiicore. Just a moment. Thirty-five years coincides to 
the time allotted for the repayment of the loans, is that right? 

Mr. Cavurtxras. That is right, sir. 

And that was made on that basis because the wheeling agreement 
with the Bureau of Reclamation is an exclusive wheeling agreement. 
and the Administrator of the Rural Electrification Administration 
felt that the security of the loan was not adequate unless there were 
35-year sales of our contracts to go along with the 35-year wheeling 
agreement. 

Senator Kitcors. In other words, there is a 35-year loan and in 
turn a 35-year guaranteed revenue from the sale of power to liquidate 
that loan? 

Mr. Cauuxins. That is right, sir. 

Mr. Davis. May I ask a question, Mr. Chairman? 

Senator Kiucore. Yes. 

Mr. Davis. Was there also with that a guaranty of a 35-year power 
cost? 

Mr. Cautxtns. No, sir. 

Mr. Davis. For power supply? 

Mr. Cavutxins. Well, the amount that was contracted for, we as 
sume, was guaranteed for the 35-year period. 

Mr. Davis. Did your contract cover your estimated needs 35 years 
from now? 

Mr. Cavuxins. No, sir. 

As I have attempted to point out, the contract contained the pro- 
vision that upon application to the Bureau and approval of the con- 
tracting officer, the contracts could be automatically increased if need 
was demonstrated during the 3-year period. 

Senator Kircore. That is, of course, within the limitations of the 
power production, availability of power in the Bureau of Reclamation. 

Mr. AanpaAHL. Mr. Chairman, I would like to insert at this point 
the paragraph of the criteria that covers this particular situation. 

| am reading from the marketing criteria for the eastern division of 
the Missouri Basin, on page 2, and paragraph 1, under Marketing 
criteria: 

While the Reclamation Act of 1939 provides that the term of a power contract 
shall not be in excess of 40 years, contracts will not be made for terms exceeding 
20 years unless there are special conditions which will warrant a greater contract 
term, 

And, of course, the special conditions that you have there justify a 
35-year contract. In renegotiating that contract there will be no 
question about the term of years, the 35-year period. The only 
question will be the amount of capacity for which you will contract. 

Under the criteria, you should contract for the amount of power 
that you will need during about a 3-year period following the time 
that you begin to get power from the Bureau of Reclamation. And 
at the end of that 3-year period, or somewhere else along the line, as 
additional blocks of power become available, as they will in the Mis- 
souri Basin, your contract can be stepped up in such a way that the 
minimum-charge clause will not become a factor anywhere along the 
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insofar as we do have hydroelectric power available for that 
pose. 

Senator WeLkeErR. Do you have a comment to make to that? 

Mr. Cautxins. Sir, I have information here about the entire pro- 
cedure of the feasibility of these loans. 

Senator WeLker. That is going to come later, is it? 

Mr. Cautkins. Yes. 

Senator Kincorr. Mr. Wise? 

\ir. Wise. May I make a comment now? Because the way we 
are getting the record cut up, if all these statements stand without 
having a little additional explanation, I don’t think we get the true 
picture. 

You understand, from Mr. Caulkins’ testimony, the way it works 
iow, they have a contract in which they could contract for the 
equirements for 5 or 6 years in advance without having to pay a 
enalty. ‘They actually pay only the actual Bureau rate per kilowatt- 
our, but it is such that it exacts no penalty from them. 

There is also a provision in the contract, and he has testified REA 
made its loan only in view of that fact. This provision provides that 
in the future as they need power, it will be supplied by the Bureau if 
it is available. 

But there is another provision, which has a withdrawal provision 
in it, that on 2% or 3 years notice, I believe was testified to, that 
power can be withdrawn. 

So long as there is any power there, this cooperative is protected, 
and they sell the power in the meantime on short-term contracts to 
the power company. But as the cooperative’s load grows, it is always 
protected. 

The studies made by the cooperatives and the REA show that 
there would be enough power to justify going ahead with the 35-year 
contract. 

The new criteria comes along and says there is a provision in the 
present contract that adds a load growth. If the power is available, 
it will be made available to the cooperative. 

The new marketing criteria, paragraph 5, states: 


I 
r 
T 
I 


No provision will be made in the terms and conditions of sale which will result 
in automatic increases in the initial power commitment without a proper compen- 
sation for the increased power reserved. 

Paragraph 6: 


The contract will state that it is the customer’s responsibility to have or secure 
other sources of power to meet his needs in excess of the amount stipulated in 
his contract with the Bureau. 

Now, that is the exact reverse of the old policy. But, piled upon 
that is a notice which they received, some under date of October 12 
and some under date of October 19, which would completely take 
away from Congress after this coming Saturday any power to review 
the situation. 

The notice says that under the existing contract, the rate schedule 
can be changed at any time by the Bureau. The Bureau needed that, 
of course, for protection, in case costs went up or there were other 
increased expenses to pay out the project. 

It says that upon 60 days’ notice, if the cooperative does not notify 
the Bureau that it wants to withdraw from the contract at the end of 
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3 years, any new rate schedule submitted by the Bureau automatically 
becomes effective within the time specified by the Bureau. 

In this notice they specify that the new rate schedule would become 
effective on January 1. Those cooperatives served by the Fort Peck 
project, the rates of which are subject to the approval of the Federal 
Power Commission, with respect to those cooperatives a new rate 
schedule has been filed with the Federal Power Commission, to become 
effective January 1. 

What happens to this Northwest electric cooperative in Iowa? 

If, on this Saturday, which is 60 days after the date of the notice, 
December 12, they do not cancel the contract to be terminated at the 
end of 3 years, the new rate schedule automatically applies to them. 

They have put a contract demand in there based on their estimate 
of their demand for 5 or 6 years from now. 

That eens) if they continue on that, they will have to 
pay a penalty, because under the terms of this minimum capacity 
charge for the first year they had to pay 80 percent of $7.20 per 
kilowatt of contract demand; the second year, 90 percent, and the 
third year a hundred percent. 

So, daring the 5 or 6 years in which their load is building up, they 
are going to be subject to that penalty. You see, when he gets into 
the details of his own cooperative how that works. 

But in view of the statement made here, I thought you should get 
that picture of the change between the old and the new. 

Senator WeLker. May I assume that if your engineering is cor- 
rect and you anticipate your needs you will not be damaged? 

Mr. Wiser. No, sir, quite to the contrary. It is good business, 
It has been the practice all along to anticipate your need for about 
7 years, not more than 7 years in advance. That has been followed 
by the cooperatives. I believe it has been the advice they receive 
from REA: Estimate your needs not more than 7 years in advance. 
They have done that, assuming they have made completely accurate 
estimates, which we never do, and no one has in the industry today. 
They have turned out usually to be quite far off. 

Assuming you were phenomenal and made completely accurate 
estimates, you are going to be penalized very severely, because, during 
the first year, you have to pay 80 percent of $7.20 per kilowatt of 
contract demand; that is, that specified in the contract. 

Mr. Davis. Did I understand you to say that they have always 
had estimates 7 years in advance, that these have been made 7 
years in advance? 

Mr. Wisk. Five or six or seven. 

Mr. Davis. How does that square with the statement that you 
cannot possibly make any kind of estimate between now and the 
Ist of January, if you have had 7-year estimates, according to your 
own statement, upon which your financing and requirements have 
been based? 

Mr. Wise. There is this difference, and it is very significant. 
Under the old schedule, if you guessed wrong under the old policy, 
there is no penalty. Now you have to come in and decide: “Am 
I going to do this now or tie myself up for 20 years in advance? 
If I do this, there is definitely a penalty.” 

These other estimates were made how long ago? 

Mr. Cauxxrins. 1951. 
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Mr. Wise. They have been made that long ago. To come up 
now with a specific estimate that is going to harm you, you have to 
make a very careful and detailed new study as of this time. 

Mr. Aanpauui. Mr. Chairman, it might be well to observe that 
there is no change in the rate schedules in the Missouri Basin, ex- 
cept for the provision for a minimum charge, when excess power is 
under contract. The rates otherwise are identical to what they have 
been in the past. 

Mr. Wise. That is correct, sir, but that charge, unfortunately, 
is in the rate schedule and, by the terms of the contract, it is com- 
pletely the option of the Bureau to change them. 

So, come this Saturday, if they do not reject that contract they 
are stuck with your new policy with respect to the existing contracts. 

Mr. Aanpaunu. And this particular contract does not go into effect 
until when, Mr. Caulkins? 

Mr. Cavuikrns. Some time in 1955. 

Mr. AANDAHL, Certainly, the Bureau of Reclamation does not 
want to see any customers stuck with a contract that involves more 
power than he can use and that will place the minimum charge 
schedule into effect, so any time before that contract goes into effect 
and charges will be made under it, the contract can be adjusted so 
that they will not have the effect of the minimum charge. 

Mr. Wise. That is true, but the minute that happens, he loses 
his preference. He loses the amount which he is certain of getting, 
and these new criteria expressly say he will never get any automatic 
increase in initial power commitment, without a proper compensation 
for the increased power reserved. 

Mr. AANDAHL. But he will have an opportunity from time to time, 
as blocks of power become available, to supplement his contract, to 
amend it and increase the amount of power, and there will be ample 
opportunity, insofar as the Bureau has power, to take care of those 
future needs. 

Mr. Wisr. May I have a minute to comment on that, please, sir? 

You are putting your finger right on the problem here. You say 
“from time to time.” You have testified, Mr. McPhail has testified, 
and I believe Mr. Secretary Tudor has testified, that in the Eastern 
Division there will be new power coming in 1960 or 1961. There will 
be a very large amount of power, several hundred thousand kilowatts. 
Then we are faced with this same problem all over again and must 
make the decision—‘‘Do we do it now or does it go to the purchase 
companies, and, if we do it now, we have the penalty.” 

Mr. AANDAnL. It is not spelled out in detail. There is ample 
room under the terms of the criteria, for the Bureau of Reclamation 
to sell power that will be needed for future growth by the cooperatives, 
to nonpreference customers on a short-term basis, 3 years, 5 years, 10 
years, whatever seems to be appropriate, and at the expiration of that 
short-term contract the power will then be available. 

Mr. Wise. For preference customers. Here I shall bow out, be- 
cause we are getting back to where we went around 10 or 12 times 
with this same statement. I read the criteria carefully at lunch time. 
I am not saying that won’t be worked out, but that is why we asked 
that the criteria be suspended and time be given where the coopera- 
tives and REA and Congress, and especially Congress, can have a 
look at this and have it worked out. 
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I must admit that after listening, I am quite confused, but I am 
sure those details could be worked out if the proper time would be 
given. 

Mr. AANDAHL. I must say that details are not spelled out in the 
criteria, as we have both commented. However, there is no need to 
delay the criteria, because they are not spelled out. They can be 
spelled out as the occasion demands, and there will be no contracts 
signed and completed for a good many months after the first of the 
year. There is going to be a period of negotiation, and during all of 
those first months the negotiations will be with the preference cus- 
tomers, and I am sure that these little details that are not spelled out 
to the nth degree can be properly taken care of in due course and 
there is no need to delay the application of the criteria beyond 
January 1. 

Mr. Wise. Senator Kilgore, you have made so many apt analogies 
to industry in other forms, that I believe you can come up with one 
he re. 

I would say that that sounds like asking a farmer: ‘‘You sign the 
bottom of this mortgage. I don’t know how much money I am going 
to give you but you are going to mortgage the entire farm. I don’t 
know what conditions we will put in, but we may take that farm away 
if you get married or have children, but let’s not suspend signing it.” 

Senator Weiker. In other words, you have a deep distrust of the 
Bureau of Reclamation? 

Mr. Wise. No, sir; but we believe, and we say this in all sincerity 
and respect, that for some reason or other, because we have listened 
for 4 days and have not heard one reason—and I am sure I speak 
for all the cooperative people here—that could possibly justify the 
change. They have said there is an attempt to build a power 
monopoly. I believe the Secretary said ‘‘complete Federal monop- 
olization of the industry.”’ The Secretary admitted that there were 
none. There is some concept in their minds. ‘Any change they 
want to make is fine.” 

Senator Wreikxer. You say there was a statement made that there 
was an attempt to build a complete power monopoly by the Public 
Power group? 

Senator Kircorer. By the Federal Government. 

Mr. Wis. Federal monopolization of the power industry. I 
believe that is the Secretary’s statement. I want to be corrected if 
I am wrong. 

He could not cite any example, nor could the other witnesses. 
We then asked if the Government would get any more money as a 
result of these criteria. The answer was “No.” 

Not only the answer to us, but a letter signed by the Acting 
Director of the Bureau of Reclamation from the Federal Power 
Commission said there would be no additional revenue. They said: 
“We have to guard against the preference customer, who is requesting 
more power than needed.” 

We asked him to cite one case in which a preference customer 
requested more power than needed. 

Senator WreLiker. Going back to that. 

Mr. Wiss. Sir, I can’t give you the testimony. 

Senator Wetker. Maybel can. I am going back to the allegation 
that there is an attempt to build this so-called Federal monopoly of 
power. 
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Are you familiar with the Public Power Bulletin, printed in Decem- 
ber 1953, Vancouver, Wash., with respect to their minutes, referring 
to page No. 6, paragraph No. 26: 

We recommend that the Bonneville Power Administration and the Bureau of 
Reclamation jointly study the economic feasability of interconnecting the Federal 
generating plants in the Columbia and Missouri River Basins. 

Would that have something to do with their allegation that perhaps 
there was a buildup of Federal monopoly? 

Mr. Wise. Let me say first that I never heard of that resolution. 

Senator Wetker. I will be glad to show it to you. 

Mr. Wise. Let me say on behalf of these cooperatives, that I 
believe without exception they would concur in recommending that 
the various Federal projects be interconnected, for the reason that 
that will result in more revenues to the Government, will help them 
as taxpayers, will make more power available to them at considerably 
cheaper cost. 

Senator WeLker. And at the same time it builds quite a monopoly; 
does it not? 

Mr. Wise. No, sir. 

Senator Wreiker. You would not think that the vast Bonneville 
Power Authority and the Missouri River Basin, all of that poured to- 
gether would amount to very much of a monopoly? 

Mr. Wise. I have no idea whether technically or economically, in 
this particular case, that is true, tying that vast area together, but as 
a general rule, tying those units of production —and there are certain 
engineering and technical limitations and economic limitations, be- 
yond which you cannot go, but our position is that the Government, 
when it produces power, is doing it for the benefit of the public; that 
the Government should do that on a good business basis, the same as 
any other busivess-operated operation. They should produce the 
maximum amount of power which will result in the cheapest rate, 
giving the largest return to Government investment, thereby benefit- 
ing the taxpayer, and making the largest amount of power available 
at the lowest rates. 

Senator Wevker. Of course, Mr. Wise, you have not made a study 
as to whether or pot a combination of these two would be feasible? 

Mr. Wisp. No, sir; and I do not want to comment. 

Senator We.ker. I wanted to bring it to your attention, when you 
said there was no evidence at all. 

Mr. Wise. That has no connection with the Federal Government. 
You are reading a bulletin, I take it, of some private organization. 
This charge is against the Federal Government, the previous Federal 
Government. 

Senator Wetker. It certainly is being very interesting; when I read 
this I thought that maybe you would like to have it brought to your 
attention. 

Mr. Wise. Thank you for doing it. 

Senator Kitcorn. Senator Welker, I am not saying this in defense, 
but it was brought out this morning that that was customary in 
power, to hook up to take care of overloads in one place, and that 
private power companies do that consistently, that they had inter- 
communicating lines in which they could transfer. 

Senator WreLker. I am sorry that I missed that this morning. 
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Senator Kircore. That is quite customary in private power, but 
we are getting back into this question of monopolies and power, as [ 
said before, power production and distribution is inherently monop- 
olistic, due to the necessary economy in its delivery to the purchaser. 

Senator We._ker. That is right. 

Senator Kircore. You cannot have 2 competing lines parallel 
and have them cutting one anothers throats and expect the best 
economy, but the best thing to do is to get 2 monopolies that are 
sort of competing in there, and that will tend to stabilize the whole 
thing. 

I really believe that I was right in the first place this morning when 
I said that the big bone of contention here is this 20-year contract 
with nonpreferential customers. It simmers down to that because 
the ability of the cooperative to get more power is based upon the right 
of the Government to withdraw power from private purchasers, as 
the area needs additional power for the contracting customers in the 
preferential class, and I think we pretty nearly get down to that being 
the biggest bone of contention in the whole thing. 

Senator WeL_ker. Do you agree with that, Mr. Witness? 

Mr. Cautkin. I agree with that. 

Mr. Davis. Senator, might I comment for a moment. I am not 
sure that Senator Welker didn’t put his finger on the point even 
more accurately than you did when he asked if the principal bone of 
contention here was not a rather obvious lack of confidence in the 
Secretary. We have had explanations here a dozen times of the 
administrative policy, and we have had criticisms: 

Well, that may be all right, so long as you are there, but we are frankly a 
little skeptical about the policy which you will carry out. We think this is a 
mater, under your new policy, for your determination and for administrative 
discretion, and therefore we don’t trust it. 

Now, Mr. Chairman, we have been talking here for 4 days about a 
so-called withdrawal clause. 

Senator Kingorn. I like the word “talking.” 

Mr. Davis. We have been testifying, or whatever it is, about a with- 
drawal clause and listening to the testimony and the views of these 
witnesses. One would have been led to believe that it left with the 
purchaser a complete option to call for energy whenever he wanted to, 
under the previous clause. 

Now, as a matter of fact, in order that we may all understand what 
we are talking about, I would like to read this previous clause, as 
taken out of one of the reclamation contract forms in use by the 
previous administration, to show to all of us that the previous clause 
rested entirely upon the administrative determination of the con- 
tracting officer, even more than does the proposal made by the 
Secretary. 

Here is the clause: 

Provided, That whenever in the conclusive determination of the contracting 
officer it is necessary to withdraw firm power from the contractor in order to 
furnish electric service to customers entitled to preference under governing law, 
the United States shall have the right, upon not less than 36 months’ written 
novice from the contracting officer to the contractor, to reduce in whole or in 
part the contract rate of delivery for ficm power and existing thereunder. 

I would like to point out that that left entirely, totally, completely 
the diseretion as to withdrawal in the hands of the Administrator of 
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agency, and that it has this additional vagueness, which the 
sently announced policy does not have; namely, that under this 
ise it might be exercised or might not be exercised at any moment, 
ipon this notice, whereas the plan which the Secretary has outlined 
sets definite short-term termination dates, upon which everybody in 
industry can depend, to know when that administrative discretion 

is to be exercised. 

Senator Kiitcore. Mr. Davis, I may have misinterpreted the 

tness, but I would take issue on one point there. 

| do not think these witnesses have expressed a distrust in, shall 

say, the discretionary powers of the present group handling it, 

cessarily, but they have expressed a fear that by long-term con- 
tracts, those discretionary powers heretofore existing, might be 
removed. 

Now, that is the impression that I, as just one listener, received. 
[t was not that they were condemning the present Bureau of Reclama- 

in, and saying that they were going to do things to them that should 
not be done, but they feared that the: ’y were removing from themselves 

nd from their successors, the power to use the proper discretion. 

“My State has very little REA activity in it. It is largely supplied 
by private power, but my general impression was that this whole 
plan was to try to keep enough people on the farms to produce 

ough food to take care of the United States, in case of war, because 
they were certainly drifting from the farms into other things, at times, 

[ know that one of my biggest jobs during the war was to get 
boys back on the farm, and apparently electrification helped to that 
extent, and those were some reasons why I supported it, despite the 
fact that the program did not help my State at all since we have only 
two small REA groups in the whole State, and they buy from private 
power companies. 

sut I think, Mr. Davis, in all fairness to the gentlemen of the 
opposition, and to you also, that I did not interpret what they said 
as being a criticism of you folks, but that they feared that the dis- 
cretionary power heretofore evisting was removed by the present 
criteria. 

Mr. Davis. Mr. Chairman, the Assistant Secretary has said at 
least a dozen times, that he was not going to make 20-year contracts 
that would hurt these people and, in spite of that, we renew this 
allegation time after time, that all of this power is to 'be sold on long- 
term contracts and placed beyond his control, despite his repeated 
assurances to the contrary. So that I may be wrong—and, if I am, 
[ am sorry—but I could not help but gain the impression that the 
implication was that they distrusted the administration of the act 
and, therefore, it seemed to me particularly pertinent to point out 
that the previous agency also depended entirely upon the way in 
which it was administered by the Administrator. 

Senator WreLKeErR. I would like the record to show, Mr. Chairman, 
that I certainly think the transcript will bear out my conclusion of 
the lack of good faith and the distrust. 

I want to say in commenting, as did the Senator from West Virginia, 
that we have some wonderful REA’s in Idaho, and I cannot imagine 
that they will ever at any time be hurt by the Bureau of Reclamation, 
because they have done a tremendous job in the areas in which they 
are working. 





326 POWER POLICY 


Once again I say that if people could get down to the conference 
table and talk things over, that I think you are not going to have so 
much trouble. That is my firm conclusion. 

Senator Kitcorre. May I say, Senator Welker, that one of the 
complaints of these people was that they had no chance at the con- 
ference table. 

Senator We.xker.’ That is right. I do not even know this man 
seated at my right, and I represent a sovereign State. 

Senator Kitcore. I do not know him either. 

Senator WeLker. They have only been in here slightly less than a 
year. I believe that we will all get together. 

Mr. Wiser. Mr. Chairman, certainly on behalf of the cooperatives 
and the power districts, I want to second your hope that we can all 
get together, but we do not think we can get together on a committee 
which will supervise our own execution. These people are not going 
to be very happy that you have not heard the previous testimony 
that they expressly asked for an opportunity to get together before 
the criteria were issued. So we are now asking that the criteria be 
suspended until the thing can be worked out with everyone. 

It was testified that even the REA had not been consulted. 

Senator Kircore. I brought that point out this morning, that I 
thought this whole hearing should have been threshed out in the 
Department of the Interior and should never have reached the Hill. 

Senator Weixer. I believe that these people are fairminded and 
want to do the right thing on beth sides of the table. 

Mr. Wisz. I am indebted to Mr. Davis, and he has been a good 
friend of mine, but for some reasors he puts things into the record 
that are confusing. This last one has me upset, and I may say it 
goes to this question that I am wondering about, of what is back of 
all this? 

Senator Weiker. It wasnot his fault. I did the cross-examination. 
I am not going to allow you to accuse him. 

Mr. Wises. This was in no connection with anything you asked him 
about. Mr. Davis read from the contract. He said this shows that 
the previous Bureau management, whatever it was called, had all the 
discretion in the mitter. 

Will you tell us what contract you were reading from, contract 
between whom and whom? 

Mr. Davis. Yes. I happened to be reading from this one by the 
Mountain States, that has been under discussion. 

Mr. Wise. Sure, the contract between the Government and a 
power company, not between the Government and a cooperative. 
Of course—who else could have the discretion but the Government? 
There they were not going to say the Mountain States had. 

Read what was in the contract between the Government and a 
cooperative. 

Mr. Davis. I will be happy to read it: 

Provided further, That power therefor is available, as conclusively determined 
by the contracting officer, the contract rate of delivery for firm power may be 
increased at any time by the filing of request therefor by the contractor and with 
the contracting officer, and subsequent approval thereof by the contracting 
officer. 

Mr. Wisr. What is the only discretion given to the Government 
in that contract? 
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Mr. Davis. The discretion as to what he does, when the energy 
is available. 

Mr. Wise. No, sir—as to whether or not there is energy available, 
That was the only discretion he had, whereas the new policy says 
that in no case will you ever get additional power without paying a 
charge for it. 

Senator WELKER. May I suggest, Mr. Chairman, that we proceed 
in order? 

We have a couple of attorneys and an engineer here and we are 
going to have the record so confused that a man could not read it. 

Senator Kirgore. I think we are devoting too much time to 
minutiae here, and that we ought to get down to basic facts in these 
discussions. 

Please let us get out of our minds any question or any idea of ques- 
tioning the purposes of anyone on either side, because I may think that 
someone is wrong in something, but I never charge him with being 
anything but honestly misled and I hope that he feels the same way 
about me. 

For instance, having grown up in the oil industry and later in the 
coal industry, I am a little partial to those industries and know a 
little more about them than some other things. 

Someone else has grown up in the agricultural or hard-mining indus- 
try and looks out for their viewpoints. We all look out for various 
viewpoints, but I always feel that, no matter how much a man 
opposes me, he is honest in his convictions, and his convictions are 
based upon the particular angle from which he views the situation. 

So please let us go ahead. The thing I am after, gentlemen, as I 
said today, is to get the most complete possible record for this sub- 
committee that I can get, so that the subcommittee can then submit 
it to the full committee, and if there should be legislation necessary, 
then the full committee can decide what is necessary and proper and 
can decide the proper methods. 

Let us get back to the initial witness, Mr. Caulkins, who is an 
electrical engineer. 

Mr. Cau.kins. One thing we wonder about is: How often are these 
criteria and power policies going to be changed? 

Senator Kirgorre. May I say that one reason I am very much 
interested in your testimony is that you are getting into a phase of 
this that I think needs further exploration, and that is, the idea of 
cooperative wheeling operations, which you are apparently carrying 
on there, and which might remove a tremendous lot of headaches 
from some of the members of the Appropriations Committee who 
have to worry about this wheeling question. There is a possibility 
that you are exploring a ground there which might be tremendously 
beneficial both to the farmer and to the Government. 

Mr. Cau.txins. During the time that I was employed by the Bureau 
of Reclamation, a period of just about 5 years, there were 3 Secre- 
taries of Interior. We could have a change in a few years, and another 
power policy and marketing criteria announced by the new Secretary 
which would require revisions of the contracts. It appears—and this 
is our own belief—that the purchasers ought to have a say on some 
of these changes which we believe have such far-reaching effects on 
existing contracts, and that, as we see it, will strengthen the position 
of the monoplistic utilities. 
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One of the provisions of the criteria permits, and in conversations 
with Mr. Aandahl, we have agreed that the Bureau rather enc ourages 
the power cooperatives to purchase the requirements of their members 
at one point; since such an arrangement would relieve the Bureau of 
certain expenses, & Maximum discount of 1 mill is specified in the 
criteria as the discount which will be allowed in lieu of the guaranteed 
1-mill wheeling and losses that the Bureau would supply if power was 
delivered at the load centers of the distribution cooperatives. 

We believe that the effect of the discount would amount to about 
three-tenths of a mill instead of the 1 mill plus losses, as provided in 
wheeling agreements and contracts with the individual cooperatives 

Mr. Aandahl has indicated that the Bureau feels this figure is not 
accurate. Yet with such a difference in the wheeling discount, there 
is no basis for our considering purchase at one point, even though such 
an arrangement would be desirable to us in many respects. 

I want to point out that after the criteria were announced our 
cooperatives have not had time nor sufficient data to determine how 
this provision would affect us. Our members who have contracts 
with the Bureau have been advised by registered letter that by De- 
cember 12 they can decide whether or not they wish to accept thenew 
rate schedule, and I agree with the Secretary that it has the additional 
effect of a minimum, annual capacity charge. 

We have not had time to determine what the effects would be and, 
unless the criteria is at least delayed, and preferably modified sub- 
stantially, we may be denied the opportunity to contract for this 
power by the power cooperatives, since the negotiating dates will be 
closed January 1, 1954. 

Mr. Aanpant. Mr. Chairman, may I make a statement there? 
The negotiating date will not be closed by January 1, 1954. 

Senator Kitcore. That is the filing date. 

Mr. AANDAHL. That is the filing date, and that is only the beginning 
of negotiating. 

Mr. Cautxrins. May I correct that to read the filing date will be 
closed January 1, 1954? 

Statements have been made at various times during the hearing 
with reference to the former power policy of the Interior Department, 
which was interpreted to encourage the organization of local public 
power agencies. Now, I do not attempt to recollect the statements 
that Mr. Aandahl read the other day from the Ickes’ policy, but I do 
want to testify that in the more than 5 years that I worked for the 
Bureau of Reclamation at no time did anyone in the Bureau of 
Reclamation say to me in my job that ‘You should go to a munici- 
pality who are purchasing power from a private utility, or where a 
private utility serves at retail, and attempt to negotiate with them. 

I would like to have that point cleared up at le ast in one agency of 
the Federal Government that that was the policy, and again there | 
suppose it is due to the fact that the Secretary had use of adminis- 
trative discretion on how it was to be carried out. 

On some occasions, chambers of commerce, city councils, and other 
groups, have asked the Bureau representatives to appear before them 
and explain the Bureau’s power program. This information was fur- 
nished, to demonstrate that in some cases there was not the implica- 
tion that I receive from that particular phase of the power policy. 
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One of the factors to be considered in making any REA loan is a 
source of power at a rate which will permit the loan to be repaid. 

In other words, feasibility is very dependent upon an adequate 
source of power at a rate which will permit repayment in accordance 
vith REA policy. It is essential that contracts cover a period of 
everal years, if the loan security is to be protected. 

The statement has been made that we cooperatives are presenting 

nly the worst situation. Obviously, we must consider many phases 
the continued power supply, in analyzing what course must be 
considered for the future. 

We of the Northwest lowa Power Cooperative, either have to de- 

ide to contract for at least our 10-year needs, or do something about 

another source of power in the early future. If no additional power 
vere contracted for, we would continue to contract for the initial 
amount from the Bureau and obtain the additional requirements by 
purchase from the private utility or by generation, if the Administra- 
tor, of REA would approve a loan for us. 

It has been pointed out that because of the lack of REA appro- 
priations, it might be most difficult to obtain a loan for construction 
of such a plant. We would then be forced to go to a utility to pur- 
chase our requirements. at a much higher rate. 

Presently, in Iowa, our cooperatives that are purchasing power 
from private utilities are paying from 12 to 13 to 13% mills. 

Senator Watkins expressed a strong desire to have the Bureau under- 
take developments on the upper Colorado River Basin, which would 
bring, among other benefits, low-cost hydropower to Utah. 

If such a development does take place, it will be necessary for some- 
one to show that there is a market for this power, or, if Congress acts 
as they have in the past, there will never be appropriations to build 
this project. 

I want to add that additional point in here as testimony that even 
though the power policies of two different administrations may not 
coincide, someone has to be sure that there will be a market for that 
power before Congress is going to appropriate the money for it. 

Senator WeLker. Has it not been the talk about U tah and Idaho 
and so forth that there is a shortage of power, developing phosphate 
beds, and all of those things about which I have heard so much? 

Mr. Cavuvxins. Sir, I would prefer not to attempt to discuss some- 
thing in an area that I am not familiar with, but I wanted to point 
out the item of comparison between two different policies, one of 
which was stated for the Bureau to go out and promote local public 
power agencies, and that this criteria would eliminate that somewhat 
undesirable feature. 

But, in the event the development takes place, regardless of 9 
policy it is, in my opinion, someone will have to go out and find : 
market for that power or you, as a Senator, are not going to O. K. the 
Interior or Corps of Engineers’ appropriations, whoever is building 
the project. 

So that it was not necessarily a bad feature, because it is going to 
have to be done, regardless of who is selling the power. 

Mr. Aandahl pointed out that there will undoubtedly be less power 
than the preference customers will need. 

Senator WELKER. Justa moment. Let me interject something here 
that might be perfectly stupid, because I have not been here and I 
do not profess to know anything about power. 
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But, I have been reading in the press that perhaps in just a few short 
years, power will be running out of our ears by virtue of the atomic 
fissionable material. 

Senator Kitcore. Senator Welker, for your information, Mr. Aan- 
dahl gave some estimates, if all of the prophesies came out on the 
present projects. How much additional power will you have between 
now and the end of 1960? I think you had a certain number of 
kilowatt-hour of certain blocks that will come in in a certain number 
of years on projects now in the course of construction? 

Mr. Aanpauu. The statement I made dealt with the amount of 
power that we have declared available in 1954, 1955, and 1956. 

That is 210,000 kilowatts in the eastern division. 

Senator Kitcore. What will it be in the western division? 

Mr. Aanpauwu. In the western division there is 115,000 kilowatts, 
which will all be available in 1954. 

Senator Kitcore. Now, I think there was something about some- 
thing coming in in 1960? 

Mr. AANDAHL. Reference was made to Oahe in South Dakota, a 
large dam on the main stem of the Missouri River, which will have 
an installed capacity, I believe, of around 400,000 to 500,000 kilo- 
watts. 

Senator Kirgorer. That is future increase? 

Mr. Aanpauu, That is future development. 

Senator KrtGorer. Senator Welker had not heard that. 

Senator WeL_ker. Thank you. I was interested to get this engi- 
neer’s observation with respect to the matter about which I have read. 

Mr. Cavuvxins. I think that is very definitely in the picture. 

Senator WELKER. It is something that we should all have to 
consider? 

Mr. Cautxins. That is right. We should be considering it at an 
early date. 

I will start this paragraph again, sir. 

Mr. Aandahl has pointed out, and we can amplify that a little by 
saying that in the eastern division of the Missouri Basin there will 
undoubtedly be less power than the preference customers will need. 

If this is the case, then in a very few years, the cooperatives must 
do one of two things—purchase from a utility, or try to obtain a 
generation unit. 

If the criteria goes into effect it would be possible to sell secondary 
energy to nonpreference customers to such an extent that the cooper- 
atives would not have a chance to get this power for 20 years. 

Something, it seems to us, must be done to eliminate that provision 
in the event we find in 5 or 6 years that it is necessary to build a 
generating plant. 

Now, that concludes the testimony. 

I want to answer the Senator here on the basis for which we have 
determined this amount of $3,600,000 in the event we contracted for 
power requirements to take care of needs at the end of the 20-year 
period. 

Before loans are approved for transmission cooperatives, the Rural 
Electrification Administration makes up what we call a power cost 
study. 

From that power cost study we have taken the estimates for loads 
of the various member cooperatives, prepared by REA up to 1962, 
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and extended them forward at the rate of 5 percent, compounded 
annually, and assumed a contract rate of delivery for that amount. 

At the end of 1962 the estimate is that our load would be about 
45,700 kilowatts, and by 1976, about 86,000. Maybe it is a good idea 
that we are projecting these figures ahead, because we are all le arming 
some rather fantastic things here, as far as what these loads will 
probably do. 

Now, to get it on the basis on which we think it will actually operate, 
the 10 cooperatives have contracted for a total of 44,155 kilowatts. 

That will see them through 1961 and it would amount to an increased 
cost of about $75,000 if the contracts are left on that basis. 

Now, that is on the assumption that we receive power from the 
Bureau at all of the substations at the beginning of 1956. 

lf Congress goes ahead with the appropriations, as we hope they 
will, we may have power some time between the Ist of July and the 
ist of January, that is, the Ist of July, 1955, and January 1, 1956. 

| do not believe that we could tell at this time exactly the month 
that we could expect to get that power. Do you, Mr. McPhail? 

Mr. McPuatin. No. 

Mr. CauLkins. So we are only dealing with 5 years. Yet if we do 
not contract for our needs for that 5-year period, we see no way of 
vetting any more hydro power to meet our needs until Oahe comes in, 
and I think that we are in general agreement that it may be as late 
as 1961. 

If we figured this through 1961 it would be a fair basis of figuring; 
don’t you think? 

Mr. AANDAHL. Yes, sir. 

Mr. Cau.kins. So with existing contracts executed in 1952, that 
would be a penalty of about $75,000. That is the reason we are con- 
cerned about the criteria, not that we distrust anyone in the Bureau 
of Reclamation or the Department of Interior, but that is how we 
read it. 

Senator Kirgorrn. My personal experience has been that the 
increasing demands for power are heaviest in the private homes in 
cities. 

For instance, we started out to give a 30-ampere wiring in a house 
and then jumped it to 60, and now you are not safe without 100 and 
usually it goes to 120. I know that any house built in the thirties 
has to have its wiring increased, to take care of the normal loads of 
electrical appliances in the city of Washington. I found that out by 
having to increase the load in a couple of houses here, and I know 
what it was. 

The farmer and everyone else is finding more use for electricity, and 
you have to look at that feature. It is a feature of constantly increasing 
load. 

Mr. Cavxixins. You have to look into the future a good number of 
years. 

Senator Kineore. Yes. 

Mr. Cavuukrins. I appreciate the privilege of appearing before this 
committee and presenting this testimony. 

Senator Kitgors. Are there any questions to ask of Mr. Caulkins? 

If not, that concludes the witnesses for today. 

I will ask Mr. Smithey to get from the reporter a transcript of the 
points made by Mr. Wise and, if the Department of the Interior or 
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Bureau of Reclamation has any comments to make on those points 
we would appreciate it if you would reduce them to writing so that 
we may make up, I might say, the issues that arise out of this hearing 
If you will let us have that, it might possibly save further hearings 

Mr. Davis. Senator, before we adjourn, might I have a word here? 

Senator KitGore. Do you want it for the record? 

Mr. Davis. Yes 

There are two things to which I would like to call attention. Ip 
the first place, I should like to point out that these long-time contracts 
which have been discussed here are nothing new, and have no par- 
ticular relation to the present administration. 

I will supply all this for the record, in detail, when we meet again, 
but in order that we may not separate with great misapprehensions 
between us, I should like to point out that the records of the Bureau 
indicate that in the Bureau of Reclamation there are 13 longtime 
contracts with various States, which do not contain any withdrawal 
clause, all of them with private utilities, and all of them executed in 
previous years. ‘That in the Southwest Power Administration, there 
are 4 such contracts, 1 of which was made just at the beginning of 
this year, ahead of the present criteria, or prior to the Secretary taking 
office, a contract with the Reynolds Metals Co. for 30 years, with no 
withdrawal clause in the Southwest Power Administration; that in 
the Bonneville Power Administration, there are 19 industrial con- 
tracts, running for long periods of years, most of them into the late 
sixties and early seventies 

I will not read them into the record at this time, but I think we 
should all be advised that they total 1,052,460 kilowatts of firm power 
committed to industry in the Bonneville Power Administration, and 
not containing a withdrawal clause. 

We will supply those. 

Senator Kricgorr. May I ask if you will supply us with the cus- 
tomer, and the date of the contract and the length of the contract? 

Mr. Davis. We will do that. 

Senator Kincore. That will be incorporated into the record at this 
point. 

(The information referred to, was not furnished the committee prior 
to this printing. ) 

Senator Kitcore. I am familiar with some of those contracts about 
which you talk. 

Mr. Davis. I want to get this into a kind of comprehensive state- 
ment, in a closely knit group where it may be looked at at one time. 

Senator Kiicore. I spent a great deal of time on light and non- 
ferrous metals during the war, and naturally became acquainted with 
those long-term contracts for power. 

Mr. Davis. I would like to do one thing more before we adjourn, 
not knowing when we may meet again. 

I would like to read into the record two paragraphs of a speech 
which the Secretary of Interior made to the American Public Power 
Association in Boston, Mass., on May 14 of this year. 

I want to read it because it particularly has to do with this question 
of monopoly, with which the committee is now concerned. 

The Secretary said: 

Public power is here and it is going to stay. I don’t agree with the protests 
of some people who say the Government should get out of the power business. 
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ey are entitled to their thinking and I don’t quarrel with their thinking, but I 
t to do my own thinking, and that has led me ‘to the conclusion that public 
er has been a benefit to the people and will continue to be a benefit. 

But, I do not like monopoly in any form. I do not like monopoly, whether i 
priv ite monopoly or Government monopoly. There is room in this Nation 
r the development of private and public power and there is no reason why 
y cannot work side by side in a partnership of mutual direction, greater 
rvice to a greater number of people. 


I think in view of the fact that the committee is concerned with 
monopoly and that the Secretary has made that positive statement, 
| thought it should go into the record. 

Thank you, Senator, very much for that privilege. 

Senator Kitcorr. Very well. We will recess to meet again at 
the call of the Chair. 

(Whereupon, at 4:20 p. m., the committee recessed, subject to the 
call of the chairman.) 

EXHIBIT 1 


DEPARTMENT OF THE INTERIOR PowER Pouicy 


The Reclamation Act of 1902, as supplemented by the act of 1906, and various 
othe rr acts of Congress since that date, to and including the Appropriation Act of 

953, have served to make the Department of the Interior the marketing agency 
for electric ene rgy produced at many Federal Government-owned plants. These 
various acts of Congress have served to establish some basic policies for the 
marketing of this power as well as the planning of facilities for generation and 
transmission. Supplementary to these acts of Congress, the Department has, on 
various occasions in the past, stated policies on this important matter. 

The statement herewith of power policy is a summary of the guiding principles 
which the Department of the Interior will hereafter follow in planning and operat- 
ing facilities for the generation and transmission, and marketing of electric energy 
It is based upon the various acts and statements of Congress and statements of 
this administration’s policy. It supersedes all statements of power policy here- 
tofore issued by the Department. 

The policies hereinafter stated will be modified if at any time this is necessary 
to better serve the paramount requirements of national defense. 


1. GENERATING FACILITIES 


The primary responsibilities of the Department are the reclamation of arid and 
viata lands under the Federal reclamation laws and the development of 
natural resources as authorized by Congress. ‘These responsibilities include the 
disposal of surplus electric energy which can be economically produced in the 
course of the development of these resources. The Department of the Interior 
will, therefore, actively plan and recommend construction of generating facilities 
in hydro projects under its jurisdiction when such facilities are economically justi- 
fied and feasible. The Department will particularly emphasize those multipur- 
pose projects with hydroelectric developments which, because of size or complexity, 
are beyond the means of local, public, or private enterprise. 

It is recognized that the primary responsibility for supplying power needs of an 
area rests with the people locally. The responsibility of the Department of the 
Interior is to give leadership and assistance in the conservation and wise utiliza- 
tion of natural resources. The Department does not assume that it has the exclu- 
sive right or responsibility for the construction of dams or the generation, trans- 
mission, and sale of electric energy in any area, basin, or region. In general, 
will not oppose the construction of facilities which local interests, either public 
or private, are willing and able to provide in accordance with licenses and other 
controls of the Federal Power Commission or other appropriate regulatory bodies 
and which are consonant with the best development of the natural resources of 
the area, 

CITATIONS 


Address by the President, state of the Union message to 1st session of 83d Congress 
‘“* * * The best natural resources program will not result from exclusive 
dependence on Federal bureaucracy. It will involve a partnership of the States 
and local communities, private citizens, and the Federal Government, all working 
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together. This combined effort will advance the develop: nent of the great river 
valleys of our Nation and the power that they can generate.” 


b. Reclamation Act of 1906, 43 U.S. C. sec. 522 


“‘Whenever a development of power is necessary for the irrigation of lands, 
under any project undertaken under the said reclamation law, or an opportunity 
is afforded for the development of power under any such project, the Secretary 
of the Interior is authorized to lease for a period not exceeding 10 years, giving 
preference to municipal purposes, any surplus power or power privilege * * * 
Provided, That no lease shall be made of such surplus power or power privileges 
as will impair the efficiency of the irrigation project * * *” 

c. House committee on Interior Department appropriation bill, 1949 

“Statement of policy.—The committee desires to reemphasize its statement in 
former reports on the bill, that the reclaiming of arid lands by the construction of 
reclamation projects is and always has been the primary purpose of the reclama- 
tior laws. Development of hydroelectric power is incidental to irrigation and is 
made as a means of financially aiding and assisting such undertakings. This 
policy should not be departed from without specific legislation by the Congress,” 
d, Address of Secretary McKay at Boston, Mass., May 14, 1953 

“Tt should be our objective in these multipurpose reservoir projects to utilize 
this water resource to the maximum in the generation of hydroelectric power, so 
far as that can be done, without taking away what we need for consumption 
purposes, such as reclamation, municipal water and other uses in that category.”’ 

* * * * * 

“We will continue within the limits that the national budget will permit with 
construction of such of these projects as are economically feasible and fall in the 
proper category of Federal projects.” 


2. TRANSMISSION FACILITIES 


The Department of the Interior will construct and operate transmission lines 
that are economically feasible and necessary for proper connection and operation 
of federally owned generating plants. Transmission facilities will also be built 
and operated to carry power to load centers within economic transmission dis- 
tances unless other public or private agencies have or will provide the necessary 
facilities upon reasonable terms. These terms shall generally be such that the 
federally produced power will be made available to customers at costs not higher 
than would result from the construction of transmission facilities by the Federal 
Government. 

CITATIONS 


a. Bonneville Act of 1937 (16 U. 8S. C. sec. 832a (b)) 

‘In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups, the Administrator is 
authorized and directed to provide, construct, operate, maintain, and improve 
such electric transmission lines and substations, and facilities and structures 
appurtenant thereto, as he finds necessarv, desirable, or appropriate for the pur- 
pose of transmitting electric energy, available for sale, from the Bonneville 
project to existing and potential markets, and, for the purpose of interchange 
of electric energy, to interconnect the Bonneville project with other Federal 
projects and publicly owned power systems constructed on or after August 20, 
1937.” 

b. Fort Peck Act of 1938 (16 U. 8. C. sec. 833a (b)) 

“In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups, the Bureau is authorized 
and directed to provide, construct, operate, maintain, and improve such electric 
transmission lines and substations, and facilities and structures appurtenant 
thereto, as it finds necessary, desirable, or appropriate for the purpose of trans- 
mitting electric energy, available for sale from the Fort Peck project to existing 
and potential markets, and, for the purpose of interchange of electric energy, 
to interconnect the Fort Peck project with either private or with other Federal 
projects and publicly owned power systems now or hereafter constructed.” 
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Flood Control Act of 1944 (16 U. S, C. sec. 5) 


“The Secretary of the Interior is authorized, from funds to be appropriated by 

e Congress, to construct or acquire, by purchase or other agreement, only such 
transmission lines and related facilities as may be necessary in order to make the 
power and energy generated at said projects available in wholesale quantities for 
sale on fair and reasonable terms and conditions to facilities owned by the Federal 
Government, public bodies, cooperatives, and privately owned companies.”’ 


1, Senate committee on Interior Department appropriation bill, 1954 


‘The committee reiterates its view that efforts should be made to secure wheel- 
ng contracts wherever possible, and that the Federal Government should build 
ransmission lines only when such agreements cannot be negotiated at comparable 
ost to consumers; the only exception to this policy should be with respect to main 

lines for the purpose of connecting Federal hydroelectric plants, where the benefits 
from the integration justify the expenditure.”’ 


3. PREFERENCE TO PUBLIC AGENCIES AND COOPERATIVES 


The Department of the Interior will operate the federally owned generating and 
transmission facilities under its control for the benefit of the general public, and 
particularly of domestic and rural customers, and the Department will give pref- 
erence and priority to public bodies and cooperatives in disposing of electric 
energy generated at Federal plants. It will be the policy of the Department to 
lispose of power, remaining after provision for existing preference customers, to 
privately owned public utilities serving domestic and rural customers in the 
area. The Department will not ordinarily undertake to dispose of power directly 
to consumers except to carry out existing contracts or renewals or expansion 
thereof, nor will it use or permit the use of the preference privilege as a means to 
provide power for large industrial consumers at the expense of domestic and rural 
customers served by either publicly or privately owned public utilities. 


CITATIONS 
a. Reclamation Act of 1906 
ik * x 


The Secretary of Interior is authorized to lease for a period not 
exceeding 10 years, giving preference to municipal purposes, any surplus power or 
Ss 


power privilege * * 


b. Reclamation Act of 1939 (Sec. 485h(c)) 

‘“* * * That in the sale or lease preferences shall be given to municipalities 
and other public corporations or agencies; and also to cooperatives and other 
nonprofit organizations financed in whole or in part by loans made pursuant to 
sections 901-914 of title 7 (Rural Electrification Administration).”’ 


c. Bonneville Act of 1937 


“Tn order to insure that the facilities for the generation of electric energy at 
the Bonneville project shall be operated for the benefit of the general public, and 
particularly of domestic and rural consumers, the Administrator shall at all times, 
in disposing of electric energy generated at said project, give preference and 
priority to public bodies and cooperatives.” 

d. Fort Peck Act of 1988 

“In order to insure that the facilities for the generation of electric energy at 
the Fort Peck project shall be operated for the benefit of the general public, and 
particularly of domestic and rural consumers, the Bureau shall at all times, in 
disposing of electric energy generated at such project, give preference and priority 
to public bodies and cooperatives.” 


e. Flood Control Act of 1944 


‘“* * * The Secretary of the Interior * * * shall transmit and dispose of such 
power and energy in such manner as to encourage the most widespread use thereof 
at the lowest possible rates to consumers consistent with sound business prin- 
ciples, the rate schedules to become effective upon confirmation and approval by 
the Federal Power Commission. Preference in the sale of such power and energy 
shall be given to public bodies and cooperatives. The Secretary of the Interior 
is authorized, from funds to be appropriated by the Congress, to construct or 
acquire, by purchase or other agreement, only such transmission lines and related 
facilities as may be necessary in order to make the power and energy generated 
at said projects available in wholesale quantities for sale on fair and reasonable 
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terms and conditions to facilitates owned by the Federal Government, public 
bodies, cooperatives, and privately owned companies * * *,” 


4. RATES FOR SALE OF ELECTRIC ENERGY 


The Department of the Interior will dispose of power and energy at the lowest 
possible rates to consumers consistent with sound business principles. Rate 
schedules will be prepared on a basis which will provide for the cost of producing 
and transmitting the energy and will return the capital investment in generation 
and transmission facilities together with interest in not more than 50 years. If 
reclamation costs are assigned to power, rates for power shall be such as to re- 
cover these additional costs within a reasonable time. 

Rates will be reviewed at periodic intervals, generally not exceeding 5 years, 
and at such times adjustments will be made to reflect actual costs where only 

tes were available before, to reflect additions to the system which are in 
operation at the time of application of the new rates, and other proper items. 


CITATIONS 


a. Reclamation Project Act of 1939 (43 U.S. C. see. 485h (c)) 


+ noe ates of electric power or lease of power privilege made by the 
Secretary in connection with the operation of any project or division of a project, 
shall be for such periods, not to exceed 40 years, and at such rates as in his judg- 
ment will produce power revenues at least sufficient to cover an appropriate 
share of the annual operation and maintenance costs, interest on an appropriate 
share of the construction investment at not less than 3 percent per annum, and 


} 


such other fixed charges as the Secretary deems proper. 


b. Bonneville Act of 1937 (16 U.S. C.) 

“Schedules of rates and charges for electric energy produced at the Bonneville 
project and sold to purchasers as in this chapter provided shall be prepared by 
the Administrator and become effective upon confirmation and approval thereof 
by the Federal Power Commission; and such rates and charges shall also be appli-- 
cable to the disposition of electric energy to Federal agencies. Subject to con- 
firmation and approval by the Federal Power Commission such rate schedules 
may be modified from time to time by the Administrator * * *” (sec. 832e). 

‘* * * Rate schedules shall be drawn having regard to the recovery (upon 
the basis of the application of such rate schedules to the capacity of the electric 
facilities of the Bonneville project) of the cost of producing and transmitting 
such electric energy, including the amortization of capital investment over a 
reasonable period of years’’ (sec. 832f). 

“Contracts entered into under this section shall be binding in accordat ce with 
the terms thereof and shall be effective for such period or periods, including 
renewals or extensions, as may be provided therein not exceeding in the aggre- 
gate 20 years from the respective dates of making such contracts. Contracts 
entered into under this subsection shall contain such provisions as the Adminis- 
trator and purchaser agree upon for the equitable adjustment of rates at appro- 
priate intervals, not less frequently than once in 5 years’’ (sec. 832d). 

c. Fort Peck Act of 1988 (16 U. S. C.. sec. 838d) 

‘Schedules of rates and charges for electric energy produced at the Fort Peck 
project and sold to purchasers as in this chapter provided shall be prepared by 
the Bureau and become effective upon confirmation and approval thereof by the 
Federal Power Commission. Subject to confirmation and approval by the 
Federal Power Commission, such rate schedules may be modified from time to 
time by the Bureau and shs ill be fixed and established with a view to e neouraging 
the widest possible diversified use of electric energy. The said rate schedules 
may provide for uniform rate or rates uniform throughout prescribed transmission 
areas in order to extend the benefits of an integrated transmission system and 
encourage the equitable distribution of the electric energy developed at the Fort 
Peck project.” 

d. Flood Control Aci of 1944 

“* * * The Secretary a the Interior * * * shall * * * dispose of * * * 
power and energy * * * at the lowest possible rates to consumers consistent 
with sound business principles, the rate schedules to become effective upon con- 


firmation and approval by the Federal Power Commission. Rate schedules 
shall be drawn having regard to the recovery (upon the basis of the application 
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h rate schedules to the capacity of the electrie facilities of the projects) of 
st of producing and transmitting such electric energy, including the amor- 
on of the capital investment allocated to power over a reasonable period of 
x * *)? 


5. RESALE RATES OF ELECTRIC ENERGY 


linarily in contracts with public agencies or cooperatives for the sale of 

ric energy no resale rate controls will be imposed by the Department of the 
r. It will be presumed that such bodies are responsible directly to cus- 
; they serve and are fully protecting the interests of these customers. 

all contracts with customers other than public agencies or cooperatives, 
ion will be made to prohibit the resale of energy unless the purchaser is a 
utility serving principally domestic and rural customers. In the latter 
provision will be made to insure that power is furnished to ultimate con- 

rs at the lowest rates which shall reflect as nearly as possible the cost of the 
e plus a reasonable return on the investment at work. 


CITATION 


neville Act of 1937 (16 U. 8. C. see. 832d) 

* * Contracts lated into with any utility engaged in the sale of 
ric energy to the general public shall contain such terms and conditions, 
iding among other things stipulations concerning resale and resale rates by 
such utility as the Administrator may deem necessary, desirable or appro- 

ute to effectuate the purpose of this chapter and to insure the resale by such 
to the ultimate consumer shall be at rates which are reasonable and non- 
riminatory.”’ 


EXHIBIT 2 


Unirep States DEPARTMENT OF THE INTERIOR, 
BuREAU OF RECLAMATION, 
Washington 25, D. C., September 9, 1953. 


MEMORANDUM 
lo: Seeretary of the Interior. 
rom: Commissioner, Bureau of Reclamation. 
Subject: Marketing criteria for Western Division—Missouri River Basin, Colo- 
rado, Wyoming, and western Nebraska. 
The present status of power supply from existing powerplants and those antici- 
pated to go into operation in the near future, and its relation to the power require- 
ts of existing and prospective customers, have caused us to review the Bureau’s 
entire plan of power marketing in the Western Division of the Missouri River 
Basin. As a result of our study, we propose and recommend the following plan 
for disposal of available power in Colorado, Wyoming, and western Nebraska. 
For your convenience in considering the plan, a map of the affected area is at- 
tached. This map shows the lines of the Bureau which exist and are under 
construction as well as delineating generally the areas covered by existing wheeling 
arrangements. 
The plan is discussed in the following paragraphs under the respective headings 
‘Power Supply,” “‘ Marketing Criteria,’ and ‘‘ Rates.” 
Power supply 
The power and energy available for sale on a firm power basis will be deter- 
mined after taking into consideration the hydrology of stream flow, the length 
and severity of less than average water conditions, the integration of water opera- 
tions on different streams, the load pattern of separate sections of the marketing 
area, and other pertinent factors. Determinations also anticipate the purchase of 
thermal generated energy from available sources in the area to supplement energy 
available in low water years to an amount not exceeding that which would be 
available under average water conditions. As a minimum, firm energy capabili- 
ties may be considered to be not less than 110 percent of adverse year energy 
provided this does not result in greater than average year energy. Experience 
has shown that sale of power on an average year basis has not required curtailment 
of service due to insufficiency of water and inability to augment such energy to 
average year conditions. In the application of this criteria, it must be recognized 
that the Federal Government does not assume a utility responsibility and there- 
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fore the purchase of thermal generated energy to firm the hydro, as indicated 
above, will be kept to a minimum. i : 

2. Peaking capacity will be considered as that system capacity on a minimum 
water year basis which is in excess of the capacity required for firm power. No 
energy will be considered associated with peaking capacity, as sale of such canac- 
ity will only be to customers having generating equipment. The conditions of 
sale of peaking capacity will normally require that the purchaser supply to the 
Bureau, during offpeak period, energy equivalent to the energy delivered by the 
Bureau during the period of use of peaking capacity, but other ratios of energy 
exchange may be considered 

3. Unless there are contributing factors which would dictate otherwise, no part 
of the system’s firm power capability will be held as a reserve since integratio) 
of several widely separated powerplants is possible and the limiting factor on firm 
power capability is energy and not machine capacity. 


Ma keting criteria 


1. While the Reclamation Act of 1939 prov ides that the term of power contract 
shall not be in excess of 40 years, contracts will not be made for terms exceeding 
20 years unless there are special conditions which will warrant a greater contrac 
term 

2. The amount of power which the Bureau commits itself to deliver will remair 
as a commitment throughout the term of the contract and there will be no condi- 
tion of sale which will permit the power thus committed to be withdrawn for 
service to other existing or potential customers. 

3. The conditions of sale will not be predicated upon the proposed use of the 
power by the customer 

No commitments relative to the rates at which power will be resold will be re- 
quired from the customer. The use of the present resale rates articles will 
eliminated, but contracts with nonpreference utilities will require that savings by 
reason of purchase of power be passed on to ultimate consumers and that the con- 
tractor will aale demonstration of such fact w hen so required by the Secretary. 

4. The Bureau power systems are normally designed to supply firm power to 
customers at the normal load factor of the aceal area. Since those customers 
which purchase Bureau power for use in conjunction with other power sour¢ 
could use energy at a load factor greater than their system load factor, restrictions 
will be imposed as necessary to preclude the use of Bureau power at a load factor 
greater than normal system load factor. 

5. No provisions will be made in the terms and conditions of sale which will 
result in automatic increases in the initial power commitment without a proper 
compensation for the increased power reserved. 

6. The contract will state that it is the customer’s responsibility to have or 
secure other sources of power to meet his needs in excess of the amounts stipulated 
in his contract with the Bureau. 

In order to give equal opportunity to all potential purchasers of power which 
will be produced in powerplants which will begin operation in the indefinite future 
announcement of power to be available will be made at an appropriate time prior 
to such initial generation. Applications for power will then be received and sales 
of power made in accordance with such criteria as may then exist. 

7. The available power will be disposed of in the following priority of consid- 
eration: (a) Present power commitments, (b) requests of customers which can 
be served from present facilities and arrangements, and (c) requests for power 
requiring new facilities or arrangements 

(a) The existing contracts of all customers, to the extent requested by the 
customer, will be amended to extend the term thereof in accordance with item | 
of these marketing criteria, i. e., a maximum of 20 years from the present time, 
and to eliminate, if included therein, the option of the United States to withdraw 
power for service to other customers and to eliminate all control except a require- 
ment that nonpreference utilities pass savings on to ultimate consumers. 

(6) Remaining available power will be allocated to fulfill the requests of first 
(i) preference type customers and next (ii) nonpreference type customers for 
séoted for use in areas covered by and which can be supplied from Bureau of 

teclamation transmission lines, existing or under construction, or by existing 
wheeling arrangements. 

For the purposes of this section, modifications of present wheeling contracts 
to cover new points of delivery on the wheeling contractor’s power system and 
additional wheeling arrangements with others will be considered as “existing 
wheeling arrangements,’ so long as the service area is not generally extended. 
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ver hereunder not contracted for within a reasonable period following its 
r will be available for allocation elsewhere. 

Any power remaining after fulfilling the requirements under items (a) and 
ere will be available for disposal over transmission facilities to be con- 
ted by the Bureau or by new wheeling arrangements to first (i) preference 
——— rs and next to (ii) nonpreference type customers. It will be the 
tive to dispose of power available in this category so that the use of power 
be within an area considered to be within a reasonable transmission distance 
the point of generation. 

The market criteria outlined in 7 (a), (b), and (c) above will apply to firm 
er, secondary energy, and peaking capacity. 

), Dump energy sales will be made with a view to obtaining the maximum 

ue. When the revenue from such sales from several customers falls within 
same rate block, the preference in delivery of dump energy will be given to 
preference class — r. Rate blocks will be established in the Gieviie 

nner, i. ¢ .5 to 4.01 mills; block 2—4.0 to 3.51 mills; block 83—3.5 

3.01 tnills; etc. 

10. In connection with power sold and transmitted over the lines of others 

r wheeling arrangements, the Bureau will absorb not more than 1.0 mill per 
watt-hour and associated losses of the wheeling charge for transmission of 
power. Care will be taken to hold wheeling commitments to less than 1.0 
| where, because of short distance or other reasons, a smaller amount is adequate 
ipensation. The customer will pay all whee ling fees and power and energy 
allowances incurred in the delivery of secondary or dump energy. 

In lieu of wheeling power and energy over the transmission lines of public 

lies and generating and transmission cooperatives for electric service to non- 

it cost-of-service customers or member cooperatives of such agencies (which 
nprofit customers or member cooperatives have representation with the parent 
ney and which purchase power and energy for resale), the Bureau may make 
ngements with these agencies as contractors for direct delive ‘ry and sale of 
power and energy to them for resale to nonprofit cost-of-service customers 
member cooperatives subject to the following conditions as conclusively 
determined by the Department: 

a) Delivery of such firm power and energy shall be at the points of intercon- 
nection of the integrated transmission systems of the contractor and the Bureau 
and, although the power and energy so delivered are resold to cost-of-service 
members or member cooperatives, the responsibility of the Bureau shall not 
extend beyond such points of delivery. 

b) Such arrangements will be made by the Bureau only when a substantial 
number of cost-of-service customers or member cooperatives are served by the 
contractor for each point of interconnection between the Bureau and the con- 
tractor. 

‘) The contract terms and conditions for such service to the contractor shall 
be those normally contained in contracts with public bodies and cooperatives. 

(d) In view of the savings made by the Bureau under such arrangements (such 
savings including cost of transmission either by wheeling or by transmission over 
Bureau lines, transmission losses, processing of individual power contracts with 
cost-of-service customers or member cooperatives, reading of meters of such 
customers over rather large areas, accounting and billing for such customers, etc.), 
the contractor will be afforded a discount from the rate schedule otherwise appli- 

cable in an amount equal to the savings per kilowatt-hour made by the Bureau, 
but not in excess of the lesser of the contractor’s service cost per kilowatt- hour 
or 1 mill per kilowatt-hour of firm energy sold and delivered to the contractor. 

(e) Whenever the contract rate of delivery is increased or decreased, the dis- 
count per kilowatt-hour will be redetermined. 

(f) The contractor shall furnish the Bureau with a list of cost-of-service cus- 
tomers or member cooperatives and the Bureau will not in any month allow the 
discount to the contractor on a greate r number of kilowatt-hours, plus reasonable 
allowance for losses, of firm energy that such cost-of-service members or member 
cooperatives received from the contractor. 

(g) No discount will be afforded on the rate for secondary and dump energy 
purchased by the contractor. 

12. In respect to contracts for the sale of power in western Nebraska, the 
Bureau will continue to require the clearances of the present public power agencies 
in Nebraska in accordance with the procedures defined in the existing contract 
with the Consumers Public Power District. This procedure is therein stated as 
follows: 
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~ GENERAL MARKETING PROVISIONS 


“52. The United States, in recognition of the contractor’s status as a politica 


subdivision of the State of Nebraska, will not contract for the sale of power 
any customer served or under contract to be served from the contractor’s trans. 
mission system unless and until such customer has made arrangements whic 
protect the financial position of the contractor insofar as any investment in gep. 
erating plants, transmission lines, substations, and related facilities made by 
contractor to supply power to the customer is involved. Prior to entering 
a contract with a customer served or under contract to be served by the contract 
United States is to be satisfied that the specified arrangements have beer 
le, either by voluntary arrangement between the customer and the contracto 
proceedings under the laws of the State.” 


Rates 


1. As a result of the criteria which will permit customers to contract for power 
for a relatively long term on a nonwithdrawable basis, many customers may de- 
sire to contract for amounts of power in excess of their present needs in order t 
provide for anticipated future load growth. On the other hand, the Bureau of 
Reclamation power generating plants generally have a fixed limit on power capa- 
bilities, and rate levels have been established in contemplation that demand or 
capacity charges will be received on the full amount of firm power, except for 
possibly a rather short development of load period. In order to assure this 
objective, the present firm power rate schedule will be modified to provide that 
the aggregate of demand charges in any contract year shall not be less than $9.60 
per kilowatt of the contract rate of delivery, the contract rate of delivery for this 
purpose being considered during: 

First year of contract as 80 percent of full contract rate of delivery, second year 
of contract as 90 percent of full contract rate of delivery, and subsequent years 
of contract as 100 percent of full contract rate of delivery. 

2. Modification will be made in rate schedules as necessary to conform with 
item 1 above. 

3. The Bureau will generally sell dump energy at 85 percent of the decremental 
fuel cost of the purchaser but with a ceiling at the level of the first block of the 
energy section of the firm power rate schedule, i. e., presently 4.5 mills per kilo- 
watt-hour. 

tates will be subject to review and adjustment as often as deemed neces- 
sary. Such review shall be made at least once in every 5 years. 

A fuller discussion of the background and proposals in connection with rates 
for the sale of power, including rate schedules for departmental approval, is i 
cluded in the attached Report on Rate Schedules for the Western Division, Mis- 
souri River Basin 

The proposals herein are confined to the Western Division, Missouri River 
Basin. Many of the same problems existing in the Western Division today also 
exist in the eastern or main stem area of the Missouri River Basin project. Other 
additional problems may exist in the main stem area in the future. The Bureau 
is studying the relationship of present and contemplated loads in the Easter 
Division in respect to present and foreseeable power supply. The workability of 
these proposals for the Western Division has been considered in relationship to 
the Eastern Division, subject to appropriate and comparable changes in Eastern 
Division rate schedules and possible delineation of initial and subsequent market- 
ing areas, and appears satisfactory. Our particular recommendations in respect 

he eastern division have been submitted to you in a separate memorandum. 
f you approve the western division proposals contained in this memorandun 
au will implement your decision by publicly announcing the amount of 
available power for which it will entertain applications. The time dusing which 
such applications would be received would be limited to 90 days after the general 
announcement. The Bureau will then proceed to negotiate and present for you! 
approval contracts consistent with the plan herein described. 

The Bureau recommends your approval of this plan and authority to carry it 
into effect. 

W. A. DEXHEIMER, 
Commissioner. 

Approved September 11, 1953. 

Frep G. AANDAHL, 
Assistant Secretary of the Incerior. 
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Exuisit 3 


UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION, 
Washington 25, D. C., September 10, 1953. 


\iEMORANDUM 

To: Secretary of the Interior 

From: Commissioner of Reclamation. 

Subject: Marketing criteria for eastern division—Missouri River Basin, com- 
prised of all or portions of Montana, North and South Dakota, Nebraska, 
Iowa, and Minnesota. 

The present status of power supply from existing powerplants and those antic- 
ipated to go into operation in the near future, and its relation to the power require- 

ents of existing and prospective customers, have caused us to review the Bureau’s 
entire plan of power marketing in the eastern division of the Missouri River Basin. 

As a result of our study, we propose and recommend the following plan for disposal 

of available power in the eastern division. For your convenience in considering 

the plan, a map of the affected area is attached. This map shows the lines of the 
sureau which exist and are under construction as well as delineating generally 
the areas covered by existing wheeling arrangements. 

The plan is discussed in the following paragraphs under the respective headings 
of Power Supply, Marketing Criteria, and Rates. 

Power supply 
1. The power and energy available for sale on a firm power basis will be deter- 

mined after taking into consideration the hydrology of stream flow, the length and 
severity of less than average water conditions, the integration of water operations 
on different streams, the load pattern of separate sections of the marketing area, 
and other pertinent factors. Determinations also anticipate the purchase of 
thermal generated energy from available sources in the area to supplement energy 
available in low water years to an amount not exceeding that which would be 
available under average water conditions. As aminimum, firm energy capabilities 
may be considered to be not less than 110 percent of adverse year energy provided 
this does not result in greater than average year energy. Experience has shown 
that sale of power on an average year basis has not required curtailment of service 
due to insufficiency of water and inability to augment such energy to average 
year conditions. In the application of this criteria, it must be recognized that 
the Federal Government does not assume a ‘‘utility’’ responsibility, and therefore 
the purchase of thermal-generated energy to firm the hydro, as indicated above, 
will be kept to a minimum. 

2. Peaking capacity will be considered as that system capacity on a minimum 
water year basis which is in excess of the capacity required for firm power. No 
energy will be considered associated with peaking capacity, as sale of such capacity 
will only be to customers having generating equipment. The conditions of sale 
of peaking capacity will normally require that the purchaser supply to the Bureau, 
during off-peak period, energy equivalent to the energy delivered by the Bureau 
during the period of use of peaking capacity, but other ratios of energy exchange 
may be considered. 

3. Unless there are contributing factors which would dictate otherwise, no part 
of the system’s firm power capability will be held as a reserve since integration of 
several widely separated powerplants is possible and the limiting factor on firm 
power capability is energy and not machine capacity. 


Marketing criteria 

1. While the Reclamation Act of 1939 provides that the term of a power con- 
tract shall not be in excess of 40 years, contracts will not be made for terms exceed- 
ing 20 years unless there are special conditions which will warrant a greater 
contract term. 

2. The amount of power which the Bureau commits itself to deliver will remain 
as a commitment throughout the term of the contract and there will be no condi- 
tion of sale which will permit the power thus committed to be withdrawn for 
service to other existing or potential customers. 

3. The conditions of sale will not be predicated upon the proposed use of the 
power by the customer. 

No commitments relative to the rates at which power will be resold will be 
required from the customer. The use of the present “resale rates’ articles will be 
eliminated, but contracts with nonpreference utilities will require that savings by 
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reason of purchase of power be passed on to ultimate consumers and that contractor 
will make demonstration of such fact when so required by the Secretary. 

4. The Bureau power systems are normally designed to supply firm power to 
customers at the normal load factor of the market area. Since those customers 
which purchase Bureau power for use in conjunction with other power sources, 
could use energy at a load factor greater than their system load factor, restrictions 
will be imposed as necessary to preclude the use of Bureau power at a load factcr 
greater than normal system load factor. 

5. No provisions will be made in the terms and conditions of sale which will 
result in automatic increases in the initial power commitment without a proper 
compensation for the increased power reserved. 

6. The contract will state that it is the customer’s responsibility to have or 
secure other sources of power to meet his needs in excess of the amounts stipulated 
in his contract with the Bureau. 

In order to give equal opportunity to all potential purchasers of power which 

will be produced in powerplants which will begin operation in the indefinite 
future, announcement of power to be available will be made at an appropriate 
time prior to such initial generation. Applications for power will then be received 
and sales of power made in accordance with such criteria as may then exist, 
7. The available power will be disposed of in the following priority of considera- 
tion: (a) Present power commitments, (b) requests of customers which can be 
served from present facilities and arrangements, and (c) requests for power 
requiring new facilities or arrangements. 

a) The existing contracts of all preference customers, to the extent requested 
bv the customer, will be amended to extend the term thereof in accordance with 
item 1 of those marketing criteria, 1. €., a maximum of 20 years from the present 
time, and to eliminate, if included therein, the option of the United States to 
withdraw power for service to other customers, and to eliminate all control except 
a requirement that nonpreference utilities pass savings on to ultimate consumers. 

(b) Remaining available power will be allocated to fulfill the requests on first 
(1) preference type customers and next (ii) nonpreference type customers for power 
for use in areas covered by and which can be supplied from Bureau of Reclamation 
transmission lines, existing or under construction, or by existing wheeling arrange- 
ments. 

For the purposes of this section, modification of present wheeling contracts to 
cover new points of delivery on wheeling contractor’s power system and additional 
wheeling arrangements with others will be considered as “existing wheeling 
arrangements,” so long as the service area is not generally extended. The extent 
of eastern division service area is described as Montana east of the Continental 
Divide, all of North and South Dakota, Nebraska east of the 101° meridian, 
Iowa west of the 944° meridian, and Minnesota west of a line on the 944° meridian 
from the southern boundary of the State to the 46° parallel and thence north- 
westerly to the northern boundary of the State at the 964° meridian. 

Power hereunder not contracted for within a reasonable period following its 
proffer will be available for allocation elsewhere. 

(c) Any power remaining after fulfilling the requirements under items (a) and 
(b) above will be available for disposal in extended areas over transmission facili- 
ties to be constructed by the Bureau or by new wheeling arrangements to first (i) 
preference type customers and next to (ii) nonpreference type customers. It 
will be the objective to dispose of power available in this category so that the use 
of power will be within an area considered to be within a reasonable transmission 
distance from the point of generation. 

8. The market criteria outlined in 7 (a), (b), and (c) above will apply to firm 
power, secondary en2rgy, and peaking capacity. 

9. Dump energy sales will be made with a view to obtaining the maximum 
revenue. When the revenue from such sales from several customers falls within 
the same rate block, the preference in delivery of dump energy will be given to the 
preference class customer. Rate blocks will be established in the following 
manner, i. e., block 1—3.5 to 3.01 mills; block 2—3.0 to 2.51 mills; block 3—2.5 to 
2.01 mills; ete. 

10. In connection with power sold and transmitted over the lines of others 
under wheeling arrangements, the Bureau will absorb not more than 1.0 mill pe 
kilowatt-hour and associated losses of the wheeling charge for transmission of 
firm power. Care will be taken to hold wheeling commitments to less than 1.0 
mill where, because of short distance or other reasons, a smaller amount is ade- 
quate compensation. 

The customer will pay all wheeling fees and power and energy-loss allowances 
incurred in the delivery of secondary or dump energy. 
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11. In lieu of wheeling power and energy over the transmission lines of public 
dies and generating and transmission cooperatives for electric service to non- 
rofit cost-of-service customers Or member cooperatives of such agencies (which 
mnprofit customers or member cooperatives have representation with the parent 
ency and which purchase power and energy for resale), the Bureau may make 
rrangements with these agencies as contractors for direct delivery and sale of 
rm power and energy to them for resale to nonprofit cost-of-service customers 
r member cooperatives subject to the following conditions as conclusively deter- 
nined by the Department: 

(a) Delivery of such power and energy shall be at the points of interconnection 

the integrated transmission systems of the contractor and the Bureau and, 

lthough the power and energy so delivered are resold to cost-of-service members 
member cooperatives, the responsibility of the Bureau shall not extend beyond 
such points of delivery. D 
Such arrangements will be made by the Bureau only when a substantial 
umber of cost-of-service customers or member cooperatives are served by the 
yntractor for each point of interconnection between the Bureau and the 
ontractor. 

c) The contract terms and conditions for such service to the contractor shall 
be those normally contained in contracts with public bodies and cooperatives 

(d) In view of the savings made by the Bureau under such arrangements (such 
avings including cost of transmission, either by wheeling or by transmission over 
Bureau lines, transmission losses, processing of individual power contracts with 
cost-of-service customers or member cooperatives, reading of meters of such 
istomers over rather large areas, accounting and billing for such customers, 
c.), the contractor will be afforded a discount from the rate schedule otherwise 
applicable in an amount equal to the savings per kilowatt-hour made by the 
Bureau, but not in excess of the lesser of the contractor’s service cost. per kilowatt- 
hour or 1 mill per kilowatt-hour of firm energy sold and delivered to the contractor. 

e) Whenever the contract rate of delivery is increased or decreased, the dis- 
count per kilowatt-hour will be redetermined. 

f) The contractor shall furnlsh the Bureau with a list of cost-of-service cus- 
tomers or member cooperatives and the Bureau will not in any month allow the 
discount to the contractor on a greater number of kilowatt-hours, plus reasonable 
allowance for losses, of firm energy that such cost-of-service members or member 
cooperatives received from the contractor. 

g) No discount will be afforded on the rate for secondary and dump energy 
purchased by the contractor. 

12. In respect to contracts for the sale of power in the Nebraska area, the 
Bureau will continue to require the clearances of the present public power agencies 
in Nebraska in accordance with procedures stated as follows: 


“GENERAL MARKETING PROVISIONS 


The United States, in recognition of the contractor’s status as a political 
subdivision of the State of Nebraska, will not contract for the sale of power to 
any customer served or under contract to be served from the contractor’s trans- 
mission system unless and until such customer has made arrangements which 
protect the financial position of the contractor insofar as any investment in 
generating plants, transmission lines, substations, and related facilities made by 
the contractor to supply power to the customer is involved. Prior to entering 
into a contract with a customer served or under contract to be served by the 
contractor the United States is to be satisfied that the specified arrangements 
have been made, either by voluntary arrangement between the customer and the 
contractor, or by proceedings under the laws of the State.” 


Rates 

1. As a result of the criteria which will permit customers to contract for power 
for a relatively long term on a nonwithdrawable basis, many customers may desire 
to contract for amounts of power in excess of their present needs in order to pro- 
vide for anticipated future load growth. On the other hand, the Bureau of 
feclamation power-generating plants generally have a fixed limit on power 
capabilities, and rate levels have been established in contemplation that demand 
or capacity charges will be received on the full amount of firm power, except for 
possibly a rather short development of load period. In order to assure this 
objective, the present firm power rate schedule will be modified to provide that 
the aggregate of demand charges in any contract year shall not be less than $7.20 
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per kilowatt of the contract rate of delivery, the contract rate of delivery for this 
purpose being considered during 

First vear of contract as 80 percent ot full contract rate of delivery, second vear 
of contract as 90 percent of full contract rate of delivery, and subsequent veal 
of contract as 100 percent of full contract rate of delivery. 

2. Modification wil! be made in rate schedules as necessary to conform with 
item 1 above. 

3. The Bureau will generally sell dump energy at 85 percent of the decremental 
fuel cost of the irchaser but with a ceiling at the level of the first block of the 
energy section of the firm power rate schedule, i. e., presently 3.5 mills per kilo- 
watt-hour 

1. Rates will be subject to review and adjustment as often as deemed necessary 
Such review shall be made at lea 

A fuller aiscussion of the background and proposals in connection with rates 
for the sale of power, including rate schedules for departmental approval, is 
included in the attached Report on Rate Schedules for the Eastern Division, 
Missouri River Basin 

If vou approve the eastern division proposals containea in this memorandum, 
the Bureau will implement vour decision by publicly announcing the amount of 
available power for which it will entertain applications. The time during which 
such applications would be received would be limited to 90 days after the general 
announcement. The Bureau will then proceed to negotiate and present for your 
approval contracts consistent with the plan herein described. 

Your approval will also be your authority to the Bureau to transmit to the 
Federal Power Commission for confirmation and approval the rate schedules for 
the Fort Peck project included in the attached report. 

The Bureau recommenas your approval of this plan and authority to carry it 
into effect. 


st once in every 5 vears 


W. A. DexuEIMER, Commissioner. 
Approved: September 14, 1953. 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


EXHIBIT 4 
REPRESENTATIVE CONTRACT 
Unirep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missouri River Basin Project, South Dakota 
CONTRACT FOR ELECTRIC SERVICE TO CHERRY-Topp ELEctTRIC CooPERATIVE, INC. 


1. This contract, made this 3lst day of May 1951, in pursuance of the act of 
Congress approved June 17, 1902 (32 Stat. 388), and the act of Congress approved 
December 22, 1944 (58 Stat. 887), and acts amendatory thereof or supplementary 
thereto, between the United States of America, hereinafter called the United 
States, represented by the officer executing this contract, his duly appointed 
successor, or his duly authorized representative, hereinafter called the contracting 
officer, and Cherry-Todd Electric Cooperative, Inc., Mission, 8. Dak., a corpora- 
tion duly organized, created and existing under and by virtue of the laws of the 
State of South Dakota, hereinafter called the contractor, its successors and assigns, 

Witnesseth: 

2. Whereas the contractor is a nonprofit organization and is operating a coop- 
erative project which is financed in whole or in part by the Rural Electrification 
Administration of the United States, and desires to obtain electric service from 
the United States when such service can be provided; and 

3. Whereas the United States is planning the construction of units of the author- 
ized Missouri River Basin project and is willing to furnish the electric service 
desired by the contractor when the necessary units have been completed; 

4. Now, therefore, in consideration of the mutual covenants herein set forth, 
the parties hereto agree as follows: 





POWER POLICY 


ELECTRIC SERVICE TO BE FURNISHED 


1) The United States, under the terms and conditions stipulated herein, 
rnish electric service to the contractor, from and after the date of initial 
» as hereinafter defined, at the point at which the 34,500-volt circuit of 
tractor is attached to the structure of the substation of the United States 
var the city of Winner, 8. Dak. 

The electric power and energy involved hereunder will be delivered to the 
ctor at a nominal delivery voltage of 34,500 volts and will be measured at 

ir Winner, S. Dak., at 34,500 volts. The electric energy will be delivered 
uints which the contractor may from time to time require up to a maximum 

f delivery, hereinafter called the contract rate of delivery for firm power, 
1,030 kilowatts: Provided, That the contractor shall have the right to change 
ontract rate of delivery for firm power to any amount between 830 kilowatts 
1,030 kilowatts, inclusive, by written notice thereof given to the contracting 
r within 1 year following the date of initial service hereunder, the effective 

f said change to be the Ist day of the month next following receipt of said 
Provided further, That, if power therefor is available, as conclusively 
rmined by the contracting officer, said contract rate of delivery for firm 
r may be increased at any time by the filing of a request therefor by the 
ractor with the contracting officer and subsequent approval thereof by the 
racting officer. Said request shall include a proper showing of the contractor’s 
for such increase during the next l-yeer period. Said increased contract 
of delivery shall not become effective until 30 days after the date of its ap- 

il by the contracting officer. 


SCHEDULE OF RATES 


The contractor shall pay for the electric service furnished hereunder in 
rdance with the rates, charges, and conditions set out in rate schedule 
\IRB-F1 attached hereto and made a part hereof. 


RESALE RATES 


7. The contractor will cooperate with the United States in promoting the wide- 
ad and abundant use of electric power and energy and to that end it will be 
primary objective of the parties hereto to make electric service available to 
iltimate cosumers at the lowest possible rates consistent with sound business 

principles. The contractor agrees that it will resell energy purchased hereunder 

at rates approved by the Rural Electrification Administration and will 
rrently keep on file with the contracting officer complete copies of such rates. 


POWER FACTOR 


8. Notwithstanding the provisions of article M of the general power contract 
provisions attached hereto and the power factor provision of the rate schedule 

effect under this contract, the contractor will normally be required to maintain 
a power factor at each point of delivery of not less than 90 percent, either lagging 
r leading: Provided, That the contractor will be permitted to operate ut a lower 

ywer factor when conditions are such, as determined by the contracting officer, 
hat a lower power factor will not prevent the United States from making full 
ise of its available generating and transmission facilities. 


TERM OF CONTRACT 


9. (a) This contract shall become effective on the date of its execution and, 
subject to prior termination as otherwise herein provided for, shall remain in 
effect until midnight of December 31, 1965. 

b) The date of initial service hereunder is defined as the date upon which the 
United States is ready to furnish and the Contractor is ready to receive electric 
service hereunder: Provided, That the date of initial service hereunder shall not 
be later than 6 months after the date on which the United States is ready to 
furnish such electric service. 

APPROVAL 


10. This contract shall not be binding upon the parties hereto until approved 
by the Administrator of the Rural Electrification Administration of the United 
States. 
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GENERAL POWER CONTRACT PROVISIONS 








11. The general power contract provisions attached hereto are hereby made 
part of this contract the same as if they had been expressly set forth herein 
In witness whereof, the parties hereto have caused this contract to be executed 
the day and year first above written. 







[xe UNtITep STATES OF AMERICA, 
By K. F. VERNON, 
Regional Director, Bureau of Reclamation, 
Box 2130, Billings, Mont. 
Cuerry-Topp ELEectriIc CooPpERATIVE, INc., 
[CORPORATE SEAL] Joun F. Lux, President, Mission, South Dakota, 
Attest: 


CuHaRLES McCormick, Secretary 


’ f* 



















CERTIFICATE 












I, Charles McCormick, certify that I 






am the Secretary of the Cherry-Todd 
corporation named as contractor herein; 
John F. Lux, who signed the above contract or behalf of said contractor, was t} 
its president; that said contract was duly signed for and in behalf of said 
tractor by authorit 
powers. 


Electric Cooperative, Inc., the 






y of its governing body and is within the scope of its corporate 






CHARLES McCormick. [seat) 









Schedule MRBF1 










UniTED StatTes DEPARTMENT OF THE INTERIOR 








BUREAU OF RECLAMATION 








Missouri River Basin Prosect 














For Wholesale Firm Power Service 





In the area generally described as North and South Dakota, central and eastern 
Nebraska, western Iowa, and western Mint 


I inesota. 











and power service supplied through 


Not applicable to standby or auxiliary service 


lo wi lesale power customers for light 
at 1 point of delivery. 
or to the sale of dump energy. 









Character and conditions of service 






Alternating current, 60 cycles, 3 phase, normally delivered and metered at the 
low-voltage side of substation. 


Monthly rate 


Demand charge.—$0.75 per kilowatt of billing demand. 
Energy chargé First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. Balance of energy used at 3.0 mills per kilowatt-hour. 










Minimum bill 

$1 per month per kilowatt of contract rate of delivery. 
Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments 

For charactzr and conditions of service.—lIf delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation the meter readings will be 
increased 2 percent to compensate for transformer losses. 
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power factor. None. The customer will normally be required to maintain 
wer factor at the point of delivery of not less than 90 percent lagging. 


Effective January 17, 1950 
Unitep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
GENERAL PowER ConTRACT PROVISIONS 


{. Characteristics of power and energy 


Electric energy supplied hereunder will be 3-phase, alternating current, at a 
ninal frequency of 60 cycles per second. 


B. Delivery of energy tn excess of contract obligation 


rhe contractor may from time to time, in the absence of objection by the con- 
ra ‘ting officer, use energy at rates greater than the contract rate of delivery in 
ffect for each type of service provided for in this contract, but such greater use 
shall not be deemed to establish in the contractor any right thereto and the con- 


\ctorshall cease any such greater use whenever and for the periods of time requested 
the contracting officer. 


Continuity of electric service to be furnished 


7” 1e electric service, unless otherwise specified, will be furnished continuously 
ept () for interruptions or reductions due to uncontrollable forces, as defined 
rein; (2) for interruptions or reductions due to operation of devices installed 
for power system protection; and (3) for temporary interruptions or reductions, 
ich, in the opinion of the contracting officer, are necessary or desirable for the 
purposes of maintenance, repairs, replacements, installation of equipment, or in- 
vestigation and inspection. The United States, except in case of emergency as 
letermined by the contracting officer, will give the contractor reasonable advance 


ene of such temporary interruptions or reductions and will remove the cause 
thereof with diligence. 


Multiple points of delivery 


When electric service is furnished at two or more points of delivery under the 
same schedule of rates, said schedule of rates shall apply separately to the service 
supplied at each point of delivery. 


E. Uncontrollable forces 


Neither party shall be considered to be in default in respect to any obligation 
ereunder, if prevented from fulfilling such obligation by reason of uncontrollable 
forces, the woe uncontrollable forces being deemed for the purpose of this contract 
to mean any cause beyond the control of the party affected, including, but not 
limite od to, Sadaennat y of water for the generation of the elec tric power and energy 
ierein contracted for as conclusively determined by the Secretary of the Interior, 
fa of facilities, flood, earthquake, storm, lightning, fire, epidemic, war, riot, 
‘ivil disturbance, labor disturbance, sabotage, and restraint by court or public 
authority, which by exercise of due diligence and foresight such party could not 
reasonably have been expected to avoid. Either party rendered unable to fulfill 
any obligation by reason of uncontrollable forces shall exercise due diligence to 

remove such inability with all reasonable dispatch. 
F. Modification of rates 

The rate schedule specified in this contract shall be subject to successive modifi- 
cation by the United States through the promulgation of superseding rate sched- 
ules. If at any time the United States promulgates a rate schedule superseding 
the rate schedule then in effect under this contract, it will promptly notify the 
contractor thereof. Said superseding rate schedule, as of its effective date, shall 
become effective as to this contract unless the contractor, by notice in writing 
given to the contracting officer within 60 days after notice to it by the United 
States of promulgation of said superseding rate schedule, shall elect to terminate 
this contract effective as of such date not more than 3 years subsequent thereto 
as the contractor shall therein specify. In the event of such termination, said 
superseding rate schedule shall not be effective during the period of the remaining 
unexpired term of this contract or during a period of 2 years from the date of 
notice to the contractor of the promulgation of said superseding rate schedule, 
whichever period is the shorter. 


41455—54—pt. 1——28 
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G. Billings and payments 


The United States will submit bills to the contractor on or before the 10th day 
of each month for electric service furnished during the preceding month, and pay- 
ments will be due and payable by the contractor on the Ist day of the month 
immediately succeeding the date each bill is submitted. 


H. Nonpayment of bills 


If the contractor fails to pay any bill when due an interest charge of 1 percent 
of the amount unpaid shall be added thereto as liquidated damages, and there- 
after, as further liquidated damages, an additional interest charge of one-half of 
1 percent of the principal sum unpaid shall be added on the first day of ea 
succeeding calendar month until the amount due, including interest, is paid 
full. The United States shall have the right upon not less than 15 days’ advan 
written notice to discontinue furnishing electric service to the contractor for non- 
payment of bills and to refuse to resume same so long as any part of the amount 
due remains unpaid. Such a discontinuance of electric service will not relieve th: 
contractor of liability for the minimum charge during the time electric service js 
so discontinued. The rights given herein to the United States shall be in addition 
to all other remedies available to the United States, either at law or in equity, for 


the breach of any of the provisions hereof. 
I. Adjustments for fractional billing period 


(a) For a fractional part of a billing period at the beginning or end of servic 
and for fractional periods due to withdrawals of service, the demand charge, the 
kilowatt-hour blocks of the energy charge, and the minimum bill shall each bs 
proportionately adjusted in the ratio that the number of hours that electric 
service is furnished to the contractor in such fractional billing period bears to the 
total number of hours in the billing period involved. 

(6) Whenever irrigation and/or drainage pumping service is supplied under this 
contract, adjustments in the demand charge and in the kilowatt-hour blocks of 
the energy charge as applicable, and in the minimum charge of the rate schedule 
under which service is supplied, shall be made for the fractional part of the billing 
period at the beginning and end of pumping service in each year in like manner as 
is provided for in section (a) of this article. If pumping service is supplied in 
conjunction with service for other purposes and is not metered separately, the 
billing demand for pumping service shall be considered to be the difference 
between the highest 30-minute integrated demand measured during the billing 
period and the contract rate of delivery for firm power. 


J. Adjustments for interruptions to service 


Should the delivery of electric energy be interrupted or curtailed because of 
conditions on the power system of the United States, which system for purpose of 
adjustments hereunder shall include transmission facilities utilized but not owned 
by the United States, below the contract rate of delivery for the affected type of 
service provided for in this contract or below the rate of delivery required by the 
contractor at the time of such reduction, whichever is the lesser, for a period or 
periods of 1 hour or longer in duration each, the total number of hours of curtailed 
service in any billing period shall be determined by adding the sum of the number 
of hours of interrupted service to the product of the number of hours of reduced 
service multiplied by the percentage of said reduction below said contract rate of 
delivery or below the rate of delivery required by the contractor at the time 
of such reduction, whichever is the lesser. The demand charge, the kilowatt-hour 
blocks of the energy charge, and the minimum bill shall each be proportionately 
adjusted in the ratio that the total number of hours of such curtailed service as 
herein determined bears to the total number of hours in the billing period involved. 
The contractor shall make written claim, within 30 days after receiving the 
monthly bill, for adjustment on account of any curtailment to service, for a period 
or periods of 1 hour or longer in duration each, alleged to have occurred and which 
is not reflected in such bill. Failure to make such written claim, within said 30-day 
period, shall constitute a waiver thereof. All curtailments to service, for any 
reason whatsoever, which are due to conditions on the power system of the 
United States, shall be subject to the provisions of this article and the contractor 
shall be limited in its remedy to the relief granted by this article. 


K. Measurement of electric power and energy 


The total electric power and energy delivered to the contractor will be measured 
by metering equipment to be furnished and maintained by the United States. 
The meter or meters shall be sealed and the seals shall be broken only upon 
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yns when the meters are to be inspected, tested, or adjusted, and representa- 

3 of the contractor shall be afforded reasonable opportunity to be present 

such occasions. The meter or meters shall be tested at least each once 

ir by the United States and at any reasonable time upon request therefor by 

‘party. Any metering equipment found to be defective or inaccurate shall 

paired and readjusted or replaced. Should any meter fail to register, the 

ic power and energy deavenad during such period of failure to register shall, 

illing purposes, be estimated by the contracting officer from the best informa- 
available. 


rrections for inaccurate meters 


any of the meter tests provided for herein discloses that the error of any 
r or meters exceeds 2 percent, correction based upon the inaccuracy found 
be made of the records of electric service furnished since the beginning of 
monthly billing period immediately preceding the billing period during which 
test was made; Provided, That no correction shall be made for a longer period 
un such inaccuracy may be determined by the contracting officer to have 
ted. Any correction in billing resulting from — correction in meter records 
all be made in the next monthly bill rendered by the United States to the con- 
yr, and such correction when made shall constitute full adjustment of any 
between the parties hereto arising out of such inaccuracy of meters. 


Power factor 


While the contractor will normally be required to maintain the power factor 
as stated in the rate schedule then in effect under this contract, the contractor 
vill be permitted to operate at a lower power factor when conditions are such, 
as determined by the contracting officer, that a lower power factor will not 
prevent the United States from making full use of its available generating and 
transmission facilities. 


. Cooperation of contracting parties 
If, in the maintenance of their respective power systems and/or electrical 
pment and the utilization thereof for the purposes of this contract, it becomes 
essary by reason of any emergency or extraordinary condition for either 
to request the other to furnish personnel, materials, tools, and equipment 
r the accomplishment thereof, the party so requested shall cooperate with the 
her and render such assistance as the party so requested may determine to be 
available. The party making such request, upon receipt of properly itemized bills 
from the other party, shall reimburse the party rendering such assistance for all 
costs properly and reasonably incurred by it in such performance, including not 
to exceed 10 percent thereof for administrative and general expenses, such costs 
to be determined on the basis of current charges or rates used in its own operations 

by the party rendering assistance. 

b) No laborer or mechanic, in the employ of the contractor, doing any part 
of the work contemplated by this article, shall be required or permitted to work 
more than 8 hours in any 1 calendar day upon such work at the site thereof, 
except upon the condition that compensation is paid to such laborer or mechanic 

accordance with the provisions of this article. The wages of every laborer 
and mechanic employed by the contractor in the performance of any part of the 
work contemplated by this article shall be computed on a basic day rate of 8 
hours per day and work in excess of 8 hours per day is permitted only upon the 
condition that every such laborer and mechanic shall be compensated for all 
hours worked in excess of 8 hours per day at not less than 1% times the basic rate 
of pay. For each violation of the requirements of this article a penalty of $5 
shall « imposed upon the contractor for each laborer or mechanic for every 
calendar day in which such employee is required or permitted to labor more 
than 8 "Souré upon said work without receiving compensation computed in 
accordance with this article, and all penalties thus imposed shall be withheld 
for the use and benefit of the United States; Provided, That this stipulation shall 
be subject in all respects to the exceptions and provisions of United States Code, 
title 40, sections 321, 324, 325, 325a, and 326 relating to hours of labor and to 
compensation for overtime. 


O. Provisions relative to employment 

(a) The contractor shall not discriminate against any employee or applicant 
for employment because of race, creed, color, or national origin, and shall require 
an identical provision to be included in all subcontracts; Provided, however, ‘That 
this clause does not refer to, extend to or cover the business or activities of the 
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contractor which are not related to or involved in the performance of any part 
of the work contemplated by this contract. 

(b) In the performance of any part of the work contemplated by this contract, 
the contractor shall not employ any person undergoing sentence of imprisonment 
at hard labor. 


P. Transfer of interest in contract by contractor 


No voluntary transfer of this contract or of the rights of the Contractor here- 
under shall be made without the written approval of the Secretary of the Interior: 
Provided, That if the Contractor operates a project financed in whole or in part 
by the Rural Electrification Administration the Contractor may transfer or assign 
its interest in the contract to the Rural Electrification Administration or any 
other department or agency of the Federal Government without such written 
approval: Provided further, That any successor to or assignee of the rights of the 
Contractor, whether by voluntary transfer, judicial sale, foreclosure sale, or 
otherwise, shall be subject to all the provisions and conditions of this contract to 
the same extent as though such successor or assignee were the original Contractor 
hereunder: And provided further, That the execution of a mortgage or trust deed, 
or judicial or foreclosure sales made thereunder, shall not be deemed voluntary 
transfers within the meaning of this article. 


(). Assignment of industrial contract by the United States 


When the Contractor hereunder is denominated an industrial customer, the 
United States may transfer and assign this contract at any time without the 
consent of the Contractor to any public body or cooperative engaged in the busi- 
ness of distributing electric power and energy purchased at wholesale from the 
United States if such assignee agrees to take over and assume all the rights, duties, 
and obligations of the United States under this contract. Whenever a transfer 
or assignment of this contract is made by the United States to a public body or 
cooperative pursuant hereto, such transfer or assignment shall be and constitute 
a novation and thereafter the United States shall be relieved of all liability under 
said contract and under said assignment and the Contractor shall look solely to 
the assignee for performance of this contract. 


R. Contract subject to Colorado River compact 


Where the energy sold hereunder is generated from waters of the Colorado 
River system, this contract is made upon the express condition and with the 
express covenant that all rights hereunder shall be subject to and controlled by 
the Colorado River compact approved by section 13 (a) of the Boulder Canyon 
Project Act of December 21, 1928 (45 Stat. 1057), and the parties hereto shall 
observe and be subject to and controlled by said Colorado River compact in the 
construction, Management, and operation of the dams, reservoirs, and power 
plants from which electrical energy is to be furnished by the United States to the 
contractor hereunder, and in the storage, diversion, delivery, and use of water 
for the generation of electrical energy to be delivered by the United States to the 
contractor hereunder. 


S. Waivers 
Any waiver at any time by either party hereto of its rights with respect to a 


default or any other matter arising in connection with this contract shall not be 
deemed to be a waiver with respect to any subsequent default or matter. 


T. Notices 

Any notice, demand or request required or authorized by this contract shall be 
deemed properly given if mailed, postage prepaid, to the contracting officer at 
the address shown on the signature page hereof, on behalf of the United States, 
except where otherwise herein specifically provided, and to the officer signing for 
the contractor at the address shown on the signature page hereof, on behalf of 
the contractor. The designation of the person to be notified or the address of 
such person may be changed at any time by similar notice. 


U. Contingent upon appropriations 

Where the operations of this contract extend beyond the current fiscal year, 
the contract is made contingent upon Congress making the necessary appropria- 
tion for expenditures hereunder after such current year shall have expired. In 
case such appropriation as may be necessary to carry out this contract is not 
made, the contractor hereby releases the United States from all liability due to 
the failure of Congress to make such appropriation. 
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V. Officials not to benefit 


No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benefit. 

W. Covenant against contingent fees 

The contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee. Breach of this warranty shall give the United States the right 
to annul the contract or, in its discretion, to deduct from the contract price or 
consideration the amount of such commission, percentage, brokerage, or contingent 
fees. This warranty shall not apply to commissions payable by contractors upon 
contracts or sales secured or made through bona fide established commercial or 
selling agencies maintained by the contractor for the purpose of securing business. 


Form ADM-83A 
(9-49) 


Unirep Sratres DEPARTMENT OF AGRICULTURE 
RURAL ELECTRIFICATION ADMINISTRATION 


REA Project, South Dakota 41 Todd, the within wholesale power contract with 
Bureau of Reclamation (Missouri River Basin project), Winner, 8. Dak., submitted 
by the borrower pursuant to the terms of the loan contract for the above-desig- 
nated project, is hereby approved solely for the purposes of such loan contract. 

Wma. C. WIsk, 
For CLaupE R. Wickarp, Administrator. 

Dated: May 21, 1951. 

Exurpir No. 5 
Schedule MRB—-F2 
(Supersedes Schedule R7—F7) 


Missourrt River Basin Project Rate SCHEDULES 
Unirep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 


Region VII 


Missouri River Bastn Prosect 
Interim Schedule of Rates for Wholesale Firm Power Service 
Effective 
July 1, 1950. 
Available 
In the area served by the Missouri River Basin project in eastern Wyoming, 
western Nebraska, and northeastern Colorado. 


Applicable 


To wholesale power customers for general power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service or 
to the sale of dump energy. 


Character and conditions of service 


Alternating current, 60 cycles, 3-phase, delivered and metered at the low- 
voltage side of substation. 


Monthly rate 

Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 
4.5 mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 
demand at 4 mills per kilowatt-hour. 

Minimum bill 
$1 per month per kilowatt of the contract rate of delivery. 
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Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 

For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule No. MRB-S: 
Supersedes Schedule MRB-S: 
UnITED STaTeES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VII 
Missourt River Basin Progect 


tates for Wholesale Power Service to Customers Having 
Their Own Generating Facilities 


Available 


In the area served by th 


Missouri River Basin project in eastern Wyoming, 
western Nebraska, and northeastern Colorado. 


1 pplicable 


To wholesale power customers, for light and power service supplied through 


1 meter at 1 point of delivery, who have and maintain generating equipment in 
operating condition capable of serving loads on not more than 24 hours’ notice, 
and who, by appropriate contract, agree to such integration of their power system 
and the power system of the United States by interchange, purchase, and sale of 
capacity and energy, as will best achieve the efficient use of the production capac- 
ity of both parties. 
Character and conditions of service 

Alternating current, 60 cycles, 3 phase, normally delivered and metered at the 
low voltage side of substation. The service available hereunder will be con- 
sidered in two categories: (1) Firm power service, and (2) withdrawable power 
service, herein termed secondary energy. The delivery and continuity of supply 
of secondary energy are not assured and such service may be withdrawn in whole 
or in part at any time on not less than 24 hours’ notice. 


Monthly rate 


Demand charge.—$1 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of highest 30-minute 
integrated demand measured during the month at 4.5 mills per kilowatt-hour. 
Balance of energy used at 4 mills per kilowatt-hour. 

Secondary service billing demand credit.—For and in consideration of the cus- 
tomer’s generating capacity, if maintained in good operating condition, and 
provided the customer contracts to purchase his system energy requirements in 
lieu of operating his own fuel-burning generating equipment (except that which 
may be generated as a result of maintaining such equipment in standby condition 
and as byproduct generation from production of steam for heating or other pur- 
poses) during any billing period when secondary energy is available and as offered 
by the United States, the number of kilowatts of billing demand on which the 
demand charge will apply shall be the contractor’s system demand less the con- 
tractor’s capacity, but not less than the contract rate of delivery for firm power as 
specified in the contract: Provided, That in no event shall the number of kilowatts 
of billing demand on which the demand charge will apply, exceed the contractor’s 
system demand. For use in computing demand charges, the customer shall 
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furnish to the United States, not later than 5 days after the end of the month 
during which service was furnished hereunder a statement of the contractor’s 
system demand. The contractor’s system demand is defined as the maximum 
30-minute integrated de mand in kilowatts on the contractor’s power system during 
the month. The contractor’s capacity is defined as the sustained load-carrying 
ibility of the contractor’s electric generating plant less station use, as determined 
by test and as limited by transmission and substation facilities. If the contractor 
purchases power under a bona fide power contract from a supplier other than the 
United States, appropriate deduction shall be made from the contractor’s system 
demand for power actually taken under such contract before applying this rate 
schedule. 


Minimum bill 


One dollar per month per kilowatt of the highest 30-minute integrated demand 
measured during the month but not less than the contract rate of delivery for 
firm power as specified in the contract. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month or the contract rate of delivery for firm power as specified in the 
contract, whichever is the greater, but in no event shall the billing demand exceed 
the contractor’s system demand, 


Adjustments 


For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is re ‘lieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges 

For transformer losses. If delivery is made at transmission voltage but metered 
at the low-volts ize side of the customer’s substation, the meter readings will be 
in¢ ore ased 2 pe recent to compensate for transformer losses. 

For power | factor. None. The customer will normally be required to maintain 
1 power factor at the point of delivery of not less than 90 percent lagging. 

Schedule MR * . 


(Supersedes Schedule MR 


P4 
—P2 


UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VII 
Missourr River Bastn Prosectr 


Interim Schedule of Rates for Commercial Irrigation and/or Drainage Pumping 
Service and for Wholesale Firm Power Service When Supplied in Conjunction 
Therewith 


Effe clive 
August 1, 1950. 


Avai able 


In the area served by the Missouri River Basin project in eastern Wyoming, 
western Nebraska, and northeastern Colorado. 
Applicable 

To commercial customers for their own use for, or for resale for, irrigation and/or 
drainage pumping and purposes incidental thereto supplied through 1 meter at 
1 point of delivery. Wholesale firm power service for purposes other than irri- 
gation and/or drainage pumping service when supplied in conjunction with pump- 
ing service through the same meter at the same point of delivery shall be supplied 
hereunder. Not applicable to standby or auxiliary service or to the sale of dump 
energy. 


Character and conditions of service 


Alternating current, 60 cycles, 3 phase, delivered and metered at the low- 
voltage side of substation. Rates of delivery for pumping service and for whole- 
sale firm power service shall be separately stated in the contract. A seasonal 
period of delivery for pumping service is permitted hereunder provided the 
seasonal service months are stated by contract. 
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Monthly rate 


Demand charae $1 per kilowatt of billing demand. 

Energy charge First 250 kilowatt-hours per kilowatt of billing demand at 4.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing de- 
mand at 4.0 mills per kilowatt-hour. 


Minimum bi 


The monthly minimum charge shall be $1 per kilowatt of the contract rate or 
rates of delivery in effect. during such month, except that during the period spec- 
ified as seasonal service months, there will be no monthly minimum charge but 
in lieu thereof a seasonal minimum charge shall apply which shall be equal to the 
product of $1 times the number of seasonal service months times the sum of the 
kilowatts of contract rates of delivery for seasonal pumping service and firm 
power service, if any. 

Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 

during the month. 


Adjustments 


For character and conditions of service.—If delivery is made at 


transmission 
voltage so that the United States is relieved of substation costs, 5-percent dis- 
count will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90-percent lagging. 


é 


Schedule MRB-L4 
(Supersedes Schedule MRB-L2) 


Unirep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missourt River Basin ProJEctT 
Interim Schedule of Rates for Domestic Retail Service 
Effective 
January 1, 1953. 
Available 


In the area served by the Missouri River Basin project in Wyoming, western 
Nebraska, and Colorado, at towns, camps, and installations operated in connec- 
tion with construction or operation and maintenance of Federal projects for 
service supplied over low voltage distribution systems owned by the Government. 


Applicable 
To domestic or residential customers for light, heat, and power service. 
Character and conditions of service 


Alternating current, 60 cycles, single phase, delivered and metered at a nominal 
voltage of 115 or 230 volts. 


Monthly rate 
Demand charge.— None. 


Energy charge.—First 100 kilowatt-hours at 2 cents per kilowatt-hour. Balance 
of energy used at 5 mills per kilowatt-hour. 


Minimum bill 
One dollar per month, 
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Schedule MRB-F1 
UnitEp States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missourr River Basin Prosyectr 
Interim Schedule of Rates for Wholesale Firm Power Service 

Effective 
April 1 
Available 


In the area generally described as North and South Dakota, central and eastern 
Nebraska, western Iowa, and western Minnesota. 


1950. 


Applicable 

To wholesale power customers for light and power service supplied through 
| meter at 1 point of delivery. Not applicable to standby or auxiliary service or 
to the sale of dump energy. 
Character and conditions of service 


Alternating current, 60 cycles, 3 phase, normally delivered and metered 
low-voltage side of substation. 


Vonthly rate 

Demand charge.—Seventy-five cents per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. Balance of energy used at 3.0 mills per kilowatt-hour. 


Minimum bill 


One dollar per month per kilowatt of contract rate of delivery. 
Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments 

For character and conditions of service—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Schedule MRB-SI1 
Unitrep SratTes DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missourr River Bastin PROJECT 


Interim Schedule of Rates for Wholesale Power Service to Customers Having 
Their Own Generating Facilities 
Effective 
April 1, 1950. 
Available 


In the area generally described as North and South Dakota, central and 
eastern Nebraska, western Iowa, and western Minnesota. 


Applicable 


To wholesale power customers, for light and power service supplied through 
1 meter at 1 point of delivery, who have and maintain generating equipment in 
operating condition capable of serving loads on not more than 24 hours’ notice, 
and who, by appropriate contract, agree to such integration of their power 
system and the power system of the United States by interchange, purchase, and 
sale of capacity and energy, as will best achieve the efficient use of the production 
capacity of both parties. 
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Character and conditions of service 


Alternating current, 60 cycles, 3 phase, normally delivered and metered at the 
low-voltage side of substation. The service available hereunder will be con- 
sidered in two categories: (1) Firm power service and (2) withdrawable power 
service herein termed secondary energy. ‘The delivery and continuity of supply 
of secondary energy are not assured and such service may be withdrawn in whole 
or in part at any time on not less than 24 hours’ notice. 

Monthly rate 


Demand charge.—$0.75 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of highest 30-minute 
integrated demand measured during the month at 3.5 mills per kilowatt-hour. 
Balance of energy used at 3.0 mills per kilowatt-hour. 

Secondary service billing demand credit——For and in consideration of the cus- 
tomer’s generating capacity, if maintained in good operating condition, and 
provided the customer contracts to purchase his system energy requirements in 
lieu of operating his own fuel-burning generating equipment (except that which 
may be generated as a result of maintaining such equipment in standby condition, 
and as byproduct generation from production of steam for heating or other 
purposes) during any billing period when secondary energy is available and is 
offered by the United States, the number of kilowatts of billing demand on which 
the demand charge will apply shall be the contractor’s system demand less the 
contractor’s capacity, but not less than the contract rate of delivery for firm 
power as specified in the contract, Provided, That in no event shall the number 
of kilowatts of billing demand on which the demand charge will apply exceed 
the contractor’s system demand. For use in computing demand charges, the 
customer shall furnish to the United States, not later than 5 days after the end 
of the month during which service was furnished hereunder, a statement of the 
contractor’s system demand. The contractor’s system demand is defined as 
the maximum 30-minute integrated demand in kilowatts on the contractor’s 
power system during the month. The contractor’s capacity is defined as the 
sustained load-carrying ability of the contractor’s electric generating plant less 
station use, as determined by test and as limited by transmission and substation 
facilities. If the contractor purchases power under a bona fide power contract 
from a supplier other than the United States, appropriate deduction shall be 
made from the contractor’s system demand for power actually taken under such 
contract before applying this rate schedule. 

Minimum bill 


One dollar per month per kilowatt of the highest 30-minute integrated demand 
measured during the month but not less than the contract rate of delivery for 
firm power as specified in the contract. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month or the contract rate of delivery for firm power as specified in 
the contract whichever is the greater but in no event shall the billing demand 
exceed the contractor’s system demand. 


Adjustments 


For character and conditions of service-——If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 
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Schedule MRB-P1 
UnrTep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missouri River Basin Project 


Interim Schedule of Rates for Commercial Irrigation and/or Drainage Pumping 
Service and for Wholesale Firm Power Service When Supplied in Conjunction 
herewith 

Effective 
April 1, 1950. 

Avatlable 


In the area generally described as North and South Dakota, central and eastern 
Nebraska, western Iowa, and western Minnesota. 


Applicable 


To commercial customers for their own use for, or for resale for, irrigation and/or 
drainage pumping and purposes incidental thereto supplied through 1 meter at 
1 point of delivery. Wholesale firm power service for purposes other than irri- 
gation and/or drainage pumping service when supplied in conjunction with 
pumping service through the same meter at the same point of delivery shall be 
supplied hereunder. Not applicable to standby or auxiliary service or to the sale 
of dump energy. 


Character and conditions of service 

Alternating current, 60 cycles, 3 phase, delivered and metered at the low-voltage 
side of substation. Rates of delivery for pumping service and for wholesale 
firm power service shall be separately stated in the contract. A seasonal period 
of delivery for pumping service is permitted hereunder provided the seasonal 
service months are stated by contract. 


Monthly rate 


Demand charge.—Seventy-five cents per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 
demand at 3.0 mills per kilowatt-hour. 


Minimum bill 


The monthly minimum charge shall be $1 per kilowatt of the contract rate or 
rates of delivery in effect during such month, except that during the period 
specified as seasonal service months, there will be no monthly minimum charge 
but in lieu thereof a seasonal minimum charge shall apply which shall be equal to 
the product of $1 times the number of seasonal service months times the sum of 
the kilowatts of contract rates of delivery for seasonal pumping service and firm 
power service, if any. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 


For character and conditions of service-—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 
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Schedule MRB-P3 


Unitrep States DEPARTMENT OF THE INTERIOR 






BUREAU OF RECLAMATION 








Missourt River Basin Project 







Interim Schedule of Rates for Wholesale Firm Seasonal Irrigation Pumping 
Service for Federal Projects 







“April 1, 1950 








rally described as North and South Dakota, central and eastern 
Nebraska, western Iowa, and western Minnesota 












For use in the operation of irrigation and drainage pumping plants on irrigation 
hi 


projects in which title in whole or in part is vested in the United States for power 
service supplied through 1 meter at 1 point of delivery. 


Character and conditions of service 


Alternating current, 60 cycles, 3 phase, delivered and metered at the low- 
voltage side of the transmission line substation. 


Monthi y rale 


Demand charge.—None. 
Energy charge.—2.5 mills per kilowatt-hour for all energy used. 








awe sonal minimum bill 


$2.75 per kilowatt of the maximum 30-minute integrated demand established 
during service months of each year specified in the contract. 


A ljustn ents 


For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 






Schedule MRB-—L3 (Supersedes Schedule MRB-L1) 











UnitEp States DEPARTMENT OF THE INTERIOR 






BUREAU OF 





RECLAMATION 







MiIssouRI 





Rrver Basin Project 


Interim Schedule of Rates for Domestic Retail Service 






















Effective 

January 1, 195: 
Available 

In the area generally described as North and South Dakota, central and eastern 
Nebraska, western Iowa, and western Minnesota, at towns, camps, and installa- 
tions operated in connection with construction or operation and maintenance of 


Federal projects for service supplied over low-voltage distribution systems owned 
by the Government. 


A pplicable 
To domestic or residential customers for light, heat, and power service. 
Character and conditions of service 


Alternating current, 60 cycles, single phase, delivered and metered at a nominal 
voltage of 115 or 230 volts. 


Monthly rate 
Demand charge.—None. 


Energy charge.—First 100 kilowatt-hours at 2 cents per kilowatt-hour. Balance 
of energy used at 5 mills per kilowatt-hour. 


Minimum bill 
One dollar per month. 
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Schedule MRB-—F3 
(Supersedes 


Schedule MRB-—F2) 
Unirep Srates DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missourt River Basin—WeEsTERN Division 
Interim schedule of rates for wholesale firm power service 
Effective 
January 1, 1954. 
Available 
In the area’served in Wyoming, Colorado, and western Nebraska. 


Applicable 


To wholesale power customers for general power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service, 
except that service auxiliary to other purchased power supply will be permitted 
under appropriate contract terms. 


Character and conditions of service 

Alternating current, 60-cycles, 3 phase, delivered and metered at the low- 
voltage side of substation. 
Monthly rate 


Capacity}charge.—One dollar per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 
4.5 mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 
demand at 4.0}mills per kilowatt-hour. 


Minimum Annual Capacity Charge 


For first 12 full billing periods, $9.60 per kilowatt of 80 percent of contract rate 
of delivery; for second 12 full billing periods, $9.60 per kilowatt of 90 percent of 


contract rate of delivery; for subsequent billing periods, $9.60 per kilowatt of 
100 percent of contract rate of delivery. 

Subsequent increases in rates of delivery after initial service shall each be con- 
sidered in like manner 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 

For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the capacity and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of_delivery of between 90 percent lagging and 90 per- 
cent leading. 
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Schedule MRB-S4 
(Supersedes Schedule MRB-S3) 


D StaTes DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
our! River Bastin—WESTERN DIVISION 


or .olesale Power Service to Customers Having 
* Own Generating Facilities 


Wyoming, Colorado, and western Nebraska. 


sale power customers, for light and power service supplied through 1 
point of delivery, who have and maintain generating equipment in 
ndition capable of serving loads on not more than 24 hours’ notice, 

"it mtract, agree to such integration of their power system 

e United States by interchange, purchase, and sale of 

and energy, as will best achieve the efficient use of the production capacity 


nd conditions 


9 


ing current, 60 cycles, 3-phase, normally delivered and metered at the 
low voltage side of substation. The service available hereunder will be considered 
in two categories: (1) Firm power service, and (2) withdrawable power service, 
herein termed secondary energy. The delivery and continuity of supply of 
secondary energy are not assured and such service may be withdrawn in whole 
or in part at any time on not less than 24 hours’ notice. 


Monthly rate 


Capacity Charge.—One dollar per kilowatt of billing demand. 
} 


Energy Charge.—First 250 kilowatt-hours per kilowatt of billing demand at 
4.5 mills per kilowatt-hour. Balance of energy used at 4 mills per kilowatt-hour. 

Secondary service billing demand credit.—For and in consideration of the cus- 
tomer’s generating capacity, if maintained in good operating condition, and 
provided the customer contracts to purchase his system energy requirements in 
lieu of operating his own fuel-burning generating equipment (except that which 
may be generated as a result of maintaining such equipment in standby condition 
and as byproduct generation from production of steam for heating or other 
purposes) during any billing period when secondary energy is available and is 
offered by the United States, the number of kilowatts of billing demand on which 
the capacity charge will apply shall be the contractor’s system demand less the 
contractor's capacity, but not less than the billing demand less the contract rate 
of delivery for secondary energy. For use in computing capacity charges, the 
customer shall furnish to the United States, not later than 5 days after the end 
of the month during which service was furnished hereunder a statement of the 
contractor’s system demand. The contractor’s system demand is defined as the 
maximum 30-minute integrated demand in kilowatts on the contractor’s power 
system during the month. The contractor’s capacity is definied as the sustained 
load carrying ability of the contractor’s electric generating plant less station use, 
as determined by test and as limited by transmission and substation facilities. 
If the contractor purchases power under a bona fide power contract from a 
supplier other than the United States, appropriate deduction shall be made from 
the contractor’s system demand for power actually taken under such contract 
before applying this rate schedule. 
Minimum annual capacity charge 

For first 12 full billing periods, $9.60 per kilowatt of 80 percent of contract 
rate of delivery for firm power; for second 12 full billing periods, $9.60 per kilowatt 
of 90 percent of contract rate of delivery for firm power; for subsequent billing 
periods, $9.60 per kilowatt of 100 percent of contract rate of delivery for firm 
power. 
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Subsequent increases in rates of delivery for firm power after initial service 
shall each be considered in like manner. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjusiments 

For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the capacity and energy charges 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses, 

For power factor —None. T cs customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 


Schedule MRB-—P5 
Supersedes Schedule MRB-—P4) 


UNITED STratTES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missourrt River Bastn—WeEsSTERN DIVISION 


Interim Schedule of Rates for Commercial Irrigation and/or Drainage Pumping 
Service and for Wholesale Firm Power Service When Supplied in Conjunction 
Therewith 

Effective 
January 1, 1954, 

Available 
In the area served in Wyoming, Colorado, and western Nebraska. 

Applicable 
To commercial customers for their own use for, or for resale for, irrigation 

and/or drainage, pumping, and purposes incidental thereto supplied through 1 
meter at 1 point of delivery. Wholesale firm power service for purposes other 
than irrigation and/or drainage pumping service when supplied in conjunction 
with pumping service through the same meter at the same point of delivery shall 
be supplied hereunder. Not applicable to standby or auxiliary service, except 
that service auxiliary to other purchased power supply will be permitted under 
appropriate contract terms. 

Character and conditions of service 


Alternating current, 60 cycles, 3 phase, delivered and metered at the low- 
voltage side of substation. Rates of delivery for pumping service and for whole- 
sale firm power service shall be separately stated in the contract. A seasonal 
period of delivery for pumping service is permitted hereunder provided the 
seasonal service months are stated by contract 


Monthly rate 


Capacity charge——One dollar per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 4.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 
demand at 4.0 milis per kilowatt-hour. 


Minimum annual capacity charges 


For wholesale firm power service: For first 12 full billing periods, $9.60 per 
kilowatt of 80 percent of contract rate of soaas for firm power; for second 12 
full billing periods, $9.60 per kilowatt of 90 percent of contract rate of delivery 
for firm power; for subsequent billing periods, $9.60 per kilowatt of 100 percent 
of contract rate of delivery for firm power. 

Plus for seasonal pumping service’ For first pumping season, $3 per kilowatt 
of 80 percent of contract rate of delivery for seasonal pumping service; for second 
pumping season, $3 per kilowatt of 90 percent of contract rate of delivery for 
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seasonal pumping service; for subsequent pumping seasons, $3 per kilowatt of 
100 percent of contract rate of delivery for seasonal pumping service. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 

For character and conditions of service—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5-percent discount 
will be allowed on the capacity and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. , 

For power factor—None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading 

Schedule MRB-L6 
(Supersedes schedules MRB-L4, R6—L3, R7-L2) 


Unitep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missourrt River Bastin—WEsTERN DIVISION 


Interim Schedule of Rates for Domestic Retail Service 

Effective 

January 1, 1954 
Available 

In the area served in Wyoming, Colorado, and western Nebraska, at towns, 
camps, and installations operated in connection with construction or operation 
and maintenance of Federal projects for service supplied over low-voltage distribu- 
tion systems owned by the Government. 
d { pplic able 


To domestic or residential customers for light, heat, and power service. 


Character and conditions of service 

Alternating current, 60 cycles, single phase, delivered and metered at a nominal 
voltage of 115 or 230 volts. 
Monthly rate 

De mand charge. None. 

Energy charge.—First 100 kilowatt-hours at 2 cents per kilowatt-hour. Balance 
of energy used at 5 mills per kilowatt-hour. 
Minimum bill 


One dollar per month 
Schedule MRB-F4 
(Supersedes Schedule MRB-—F 1) 


Unirep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missourt River Basin—EASTERN DIvISION 


Interim Schedule of Rates for Wholesale Firm Power Service 
Effective 


January 1, 1954. 


Available 

In the area generally described as central and eastern Montana, North and 
South Dakota, central and eastern Nebraska, western Iowa, and western Min- 
nesota. 


Applicable 


To wholesale power customers for general power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service, 
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except that service auxiliary to other purchased power supply will be permitted 
under appropriate contract terms. 





Character and conditions of service 
Alternating current, 60 cycles, 3-phase, delivered and metered at the low- 
voltage side of substation. 


Monthly rate 

Capacity charge.—Seventy-five cents per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 
demand at 3.0 mills per kilowatt-hour. 








Minimum annual capacity charge 

For first 12 full billing periods, $7.20 per kilowatt of 80 percent of contract 
rate of delivery; for second 12 full billing periods, $7.20 per kilowatt of 90 percent 
of contract rate of delivery; for subsequent billing periods, $7.20 per kilowatt of 
100 percent of contract rate of delivery. 

Subsequent increases in rates of delivery after initial service shall each be 
considered in like manner. 
Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month. 















Adjustments 

For character and conditions of service—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5-percent discount 
will be allowed on the capacity and energy charges. 

For transformer losses.—lIf delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 
















Schedule 


(Supersedes Schedule 









UNITED STATES DEPARTMENT OF THE INTERIOR 













BUREAU OF RECLAMATION 






Missour! River Basin—EAstTeRN DIVISION 


Rates for Wholesale Power Service to Customers 
Their Own Generating Facilities 















Interim Schedule of Having 









Effective 
January 1, 1954 






Available 
In the area generally described as central and eastern Montana, North and 
South Dakota, central and eastern Nebraska, western Iowa, and western Minne 






sota. 






Applicable 

To wholesale power customers, for light and power service supplied through | 
meter at 1 point of delivery, who have and maintain generating equipment in 
operating condition capable of serving loads on not more than 24 hours’ notice, 
and who, by appropriate contract, agree to such integration of their power system 
and the power system of the United States by interchange, purchase, and sale of 
capacity and energy, as will best achieve the efficient use of the production capac- 
ity of both parties 










Character and condition of service 

Alternating current, 60 cycles, 3 phase, normally delivered and metered at the 
low-voltage side of substation The service available he: eunder will be considered 
in two categories: (1) firm power service, and (2) withdrawable power service, 
herein termed secondary energy. The delivery and continuity of supply of 
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assured and such service may be withdrawn in whole 
less than 24 hours’ notice. 


nts per kilowatt of billing demand. 
tt kilowatt of billing demand at 
d at 3.0 mills per kilowatt-hour. 
und in consideration of the cus- 
if maintained in good operating condition, and pro- 
ts to purchase his system energy requirements in lieu 
l-burning generating equipment (except that which may 
f quipment in standby condition and 
uction of steam for heating or other purposes) 
idary energy is available and is offered Dy the 
ilowatts of billing demand on which the capacity 
contractor’s system demand less the contractor’s 
| contract rate of delivery 
itv charges, the customer shall 
5 days after the end of the month 
nder a statement of the contractor’s 


system demand is defined as the maximum 


integrated demand in kilowatts on the contractor’s power system 
he contractor’s capacity is defined as the sustained load 


f tl ictor’s electric generating plant less station use, as 

y test and as limited by transmission and substation facilities. If 

the contractor purchases power under a bona fide power contract from a supplier 

other than the United States, appropriate deduction shall be made from the con- 

tractor’s system demand for power actually taken under such contract before 
applying this rate schedule 

Minimum annual capacity charge 


For first 12 full billing periods, $7.20 per kilowatt of 80 percent of contract rate 
of delivery for firm power; for second 12 full billing periods, $7.20 per kilowatt 

90 percent of contract rate of delivery for firm power; for subsequent billing 
periods, $7.20 per kilowatt of 100 percent of contract rate of delivery for firm 
power 

Subsequent increases in rates of delivery for firm power after initial service 

all each be considered in like manner 


ng Le mand 


The billing demand will be the highest 30-minute integrated demand measured 


1 
montn. 


character and conditions of service-—If delivery is made at transmission 
o that the United States is relieved of substation costs, 5-percent dis- 
will be allowed on the capacity and energy charges. 
transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 
For power factor —None. ‘The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 
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UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 


IssouRI River Basin—EaAstTeRN DIVISION 


Interim Schedule of Rates for Commercial Irrigation and/or Drainage Pumping 


Service and for Wholesale Firm Power Service When Supplied in Conjunction 
herewith. 


tt 
l 


Minnes 


Appli able 


‘lo commercial customers for their own use for, or for resale for, irrigation 
and/or drainage pumping and purposes incidental thereto supplied through 


I 1 


1 meter at 1 point of delivery. Wholesale firm power service for purposes other 
than irrigation and/or drainage pumping service when supplied in conjunction 
with pumping service through the same meter at the same point of delivery shall 
be supplied hereunder. Notapplicable to standby or auxiliary service, except 
that service auxiliary to other purchased power supply will be permitted under 
appropriate contract terms. 
Character and conditions of service 

\lteraating current, 60 cycles, 3-phase, delivered and metered at the low- 
voltage side of substation. Rates of delivery for pumping service and for wholesale 
firm power service shall be separately stated in the contract. A seasonal period of 
delivery for pumping service is permitted hereunder provided the seasonal service 
months are stated by contract. 


Mor th ly rate 


Capacity charge.—Seventy-five cents per kilowatt of billing demand. 
Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 
3.5 mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing 


demand at 3.0 mills per kilowatt-hour. 
Minimum annual capacity charge 

For wholesale firm power service: for first 12 full billing periods, $7.20 per 
kilowatt of 80 percent of contract rate of delivery for firm power; for second 12 
full billing periods, $7.20 per kilowatt of 90 percent of contract rate of delivery 
for firm power; for subsequent billing periods, $7.20 per kilowatt of 100 percent 
f contract rate of delivery for firm power. 

Plus for seasonal pumping service: For first pumping season, $2.25 per kilowatt 
of 80 percent of contract rate of delivery for seasonal pumping service; for second 
pumping season, $2.25 per kilowatt of 90 percent of contract rate of delivery for 
seasonal pumping service; for subsequent pumping seasons, $2.25 per kilowatt of 
100 percent of contract rate of delivery for seasonal pumping service. 


Billing demand 


The billing demana will be the highest 30-minute integrated aemand measured 
during the month. 


Adjustments 

For character and conditions of se~vice.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5-percent discount 
will be allowed on the capacity and energy charges. 

For transformer 'osses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 
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Schedule MRB-P7 
(Supersedes Schedule MRB-P3) 


Unirep States DEPARTMENT OF THE INTERIOR 


BUREAU 





OF RECLAMATION 





Missour! River Basin, EASTERN DIVISION 


Interim Schedule of Rates For Wholesale Firm Seasonal Irrigation Pumping 
Service For Federal Projects 


Effective 
January 1, 1954. 
Available 


In the area generally described as central and eastern Montana, North and 
South Dakota, central and eastern Nebraska, western Iowa, and western 
Minnesota. 


A pplicable 


For use in the operation of irrigation and drainage pumping plants on ir- 
rigation projects in which title in whole or in part is vested in the United States 
for power service supplied through 1 meter at 1 point of delivery. 


Character and conditions of service 


Alternating current, 60 cycles, 3-phase, delivered and metered at the low- 
voltage side of the transmission-line substation. 


Monthly rate 

De mand charge None. 

Energy charge.—2.5 mills per kilowatt-hour for all energy used. 
Seasonal minimum bill 


$2.75 per kilowatt of the maximum 30-minute integrated demand established 
during service months of each year specified in the contract. 


Adjustments 
For power factor.—None The customer will normally be required to maintain 

a power factor at the point of delivery of not less than 90 percent lagging. 
Schedule MRB—-L5 

(Supersedes Schedule MRB-L3 
Unirep Statres DEPARTMENT OF THE INTERIOR 


BUREAU 





OF RECLAMATION 





Missouri River Basin, EasteRN DIvision 


Interim Schedule of Rates for Domestic Retail Service 
Effective 

January 1, 1954. 
Available 


In the area generally described as central and eastern Montana, North and 
South Dakota, central and eastern Nebraska, western Iowa, and western Min- 
nesota, at towns, camps, and installations operated in connection with construction 
or operation and maintenance of Federal projects for service supplied over low- 
voltage distribution systems owned by the Government 
Applicable 

To domestic or residential customers for light, heat, and power service. 
Character and conditions of service 


Alternating current, 60 cycles, single-phase, delivered and metered at a nominal 
voltage of 115 or 230 volts. 
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Monthly rate 
Demand charge.—None. 


Energy charge.—First 100 kilowatt-hours at 2 cents per kilowatt-hour. Balance 
of energy used at 5 mills per kilowatt-hour. 


Minimum bill 
$1 per month. 


Exutpit 6 
STATEMENT RELATIVE TO PowER Ponicy OF THE DEPARTMENT OF THE INTERIOR 


The high standard of living of its citizens and the success of the industrial 


might of the United States depends today in a large measure on a plentiful supply 
of low-cost electric energy for all consumers throughout the land. The Depart- 
ment of the Interior is especially aware of this fact since it is the marketing agent 
for a great deal of the energy produced at federally-owned plants. Thus, the 
Department’s policy in carrying out this function is of great importance to both 
the consumers of energy and to the taxpayers. For this reason a departmental 
basic power policy has been developed. It is simple and it is fair to all. It is 
based fundamentally upon the various acts of Congress that have become the law 
of the land over the last 50 vears 

It recognizes, of course, that the paramount requirements of national defense 
may at any time dictate variations and under such circumstances the Department 
vill always be prepared to adjust to the emergency. 

This power policy fully recognizes and protects the preference customers— 
publie bodies and cooperatives—and proposes to set rates just as low as possible 
vithout unjustifiel charges against the taxpayer. 

The policy of the present administration is to actively encourage the develop- 
ment of the natural resources of the country. ‘This will involve a partnership of 
the States and local communities, private citizens, and the Federal Government, 
all working together. It is not a policy of monopoly by any one of these parties. 
In fact, the job to be done is so tremendous that it will require the very active 
efforts of all of the parties if the Nation is to be kept abreast of its needs. 

Insofar as water resource development is concerned, it is expected that the 
Federal Government will undertake the large multiple-purpose projects that for 
one reason or another are not within the capacity of the other members of the 
partnership 

The administration has already moved forward in line with the new power 
policy of the Department of the Interior. For example, of the total Bureau of 
Reclamation construction program of $174 million for the present fiscal year, 
more than one-third, some $63,400,000, will be spent on hydroelectric power 
development and distribution facilities or on construction of multiple-purpose 
dams which will have power production as a major function. 

In all cases the Department has recommended that appropriations be for as 
much money as can be used to continue work at the most economical rate of 
construction. The new transmission-line program is such that in combination 
with various wheeling agreements facilities will be available to transmit all power 
from Reclamation or Army engineers hydroelectric plants now under construction 
as soon as they are placed in operation. 

Notable in the construction schedule for this year is the start of installation of 
the 17th and final generator at Hoover Dam. This new generator will be 
be the largest at the dam with a capacity of 104,500 kilowatts and will greatly 
improve the peaking capacity of the Hoover Dam plant. 

In addition to construction for hydroelectric production purposes the Bureau of 
teclamation is this year initiating work on two major irrigation developments, 
both of which have the full support of the new administration. A $7,682,991 
contract has just been let for the Monvicello Dam which will turn destructive 
flood water to useful consumption by irrigation and domestic use in several com- 
munities in Solano County, Calif. 

An initial appropriation of $1 million was made by Congress to initiate work on 
the Sacramento canals projects which has been incorporated into the Central 
Valley project in California. 

In the planning of further water resource development work the Department 
of the Interior recently recommended to the Congress the authorization of the 
Frying Pan-Arkansas project in Colorado which will have 7 powerplants with a 
total installed capacity of 104,800 kilowatts. 
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A supplemental report on the San Luis Valley project, also in Colorado, which 
will call for the installation of a 50.000-kilowatt powerplant has been approved 
by the Department of the Interior and forwarded to the affected States for their 
comment preliminary to submission of the report to the Congress. 

The administration made a strong representation to the Congress for funds 
for the planning of further water-resource projects, most of which involve hydro- 
electric power features. As aresult, the Congress has just appropriated $3 million 
to the Bureau of Reclamation for these investigations during the current fiscal 
year. This will permit investigation work to proceed in an orderly fashion to 
provide an inventory of projects for further construction. 


= 


EXHIBIT 7 





D1 









PARTMENT OF THE INTERIOR 


INFORMATION 





SERVICE 
{Bureau of Reclamation release October 1, 1953] 


ADDITIONAL PowER IN EASTERN Diviston oF Missourtr River Bastin Prosect 
To Be MarRKeETED BY BUREAU OF RECLAMATION 








Secretary of the Interior Douglas McKay has approved detailed plans for the 
marketing of additional power in the eastern division of the Missouri River 
Basin, the Department of the Interior announced today. These plans, like those 
for the western division also released today, are in accord with the criteria for 
marketing the power recently approved. 

Offered for sale in 1954 will be approximately 55,000 kilowatts of firm power. 
About 85,000 kilowatts more will be available in 1955, and an additional 70,000 
kilowatts in 1956. This makes a total of about 210,000 kilowatts to be available 
in the 3 years. This firm power will be marketed in a large area comprising the 
portion of Montana east of the Continental Divide, all of North and South 
Dakota, and portions of Minnesota, lowa, and Nebraska. 

In Minnesota the marketing area lies west of a line which follows the 94%° 
meridian from the Iowa boundary to the 46th parallel and thence of a line north- 
westerly to the 96%° meridian at the northern State boundary. The marketing 
area in Lowa lies west of the 944%4° meridian. In Nebraska it is all the area east 
of the 101° meridian. 

The firm power to be sold will come from the Canyon Ferry, Mont., Fort 
Randall, S. Dak., Garrison, N. Dak., and Gavins Point, Nebr., powerplants, 
with some additional power from Fort Peck plant in Montana. Canyon Ferry 
will begin operation this fall, Fort Randall next spring, Garrison in 1955, and 
Gavins Point in 1956, according to present expectations. 

According to Bureau of Reclamation officials, the amounts of firm power to be 
available in 1955 and 1956 are subject to some contingencies and exact dates of 
delivery cannot be definitely guaranteed. It is believed, nevertheless, that the 
sale of power will be helpful to purchasers planning for future power supplies. 
Should there be some delay in the availability of power, the Bureau of Reclama- 
tion expects to cooperate to the fullest practicable extent in arrangements which 
would temporarily serve to meet local area needs until the amounts contracted 
for are available. 

Transmission limitations, including wheeling, may prevent the power from 
being equally available in all parts of the marketing area, officials explain. 

Initial applications for power as a minimum should show the amount of power 
as well as the time and delivery points desired. The Bureau of Reclamation will 
advise applicants of additional information needed to process the applications. 
Amounts of power to be supplied will be specified in each contract as they are 
negotiated. 

The Bureau of Reclamation will accept applications up to January 1, 1954. 
Organizations already receiving service from the Bureau but which desire addi- 
tional power must apply as well as prospective new purchasers. Preference in 
sale will be given to public bodies and cooperatives, and any remaining power 
will be available to nonpreference customers. The Bureau does not expect that 
applicants will desire to contract for power beyond requirements for 2 years 
from the start of service, as revisions in present rate schedules will require pay- 
ment for power contracted for but not used. 

Applications by organizations in Montana, North Dakota, and South Dakota 
should be made to the Bureau of Reclamation regional office at Billings, Mont., 
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and purchasers in Iowa and Nebraska should send applications to the regional 
office at Denver, Colo. 

The complete criteria which will govern the marketing of the power available 
for sale, as well as the newly approved rate schedules, are available upon request 
to the above offices, or from the Division of Power Utilization, Bureau of Recla- 
mation, Department of the Interior, Washington 25, D. C. 


EXHIBIT 8 
DEPARTMENT OF THE INTERIOR 
INFORMATION SERVICE 


[Bureau of Reclamation release October 1, 1953] 


RECLAMATION TO MARKET ADDITIONAL POWER IN WESTERN Drvision, Missouri 
RivER Basin Prosect 


Detailed plans for marketing additional power in the western division of the 
Missouri River Basin project have been announced by Secretary of the Interior 
Douglas McKay. Tuese plans are in accord with criteria for marketing the 
vower which the Secrerary recently approved. 

Offered for sale will be approximately 115,000 kilowatts. Of this, 104,750 
kilowatts will come from the Pole Hill and Flatiron powerplants in Colorado 
which will be completed by early 1954. The power will be marketed in an area 
comprising tnat part of Wyoming east of the Continental Divide, all of Colorado, 
and Nebraska west of the 101 meridian. 

Applications for power will be accepted by the Bureau of Reclamation up to 
January 1, 1954. No applications received after that date will be considered. 
Organizations already receiving service from the Bureau of Reclamation but 
which desire additional power must apply as well as prospective new purchasers. 

Upon receipt of applications from prospective customers, the Bureau of Recla- 
mation will request whatever additional information is needed to rrocess the 
applications. Negotiations will be commenced by the Bureau on January 1, 
1954, for contracts, which will specify the amounts of power to be supplied each 
customer. 

Preference in sale will be given public bodies and cooperatives. Any remain- 
ing power will be available on equal terms to nonpreference customers. The 
Bureau does not expect that customers will desire to contract for power beyond 
their requirements in the next 2 years, as revision of rate schedules will require 
payment for power contracted for but not used. 

Applications should be sent to the following offices: Customers in northern 
Wyoming should make application to the Bureau of Reclamation’s regional 
office at Billings, Mont. Purchasers in southrrn Wyoming, Colorado, and 
Nebraska should send taeir applications to the regional office at Denver, Colo, 

The complete criteria which will govern the marketing of tne power available 
for sale, as well as the newly approved rate schedules, are available upon request 
to the above offices, or from the Division of Power Utilization, Bureau of Recla- 
mation, Department of the Interior, Washington 25, D. C. 


EXHIBIT 9 


Unirep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., October 27, 1958. 


MEMORANDUM 


To. Commissioner ot Reclamation. 
From: Assistant Secretary Aandahl. 
Subject: Missouri Basin power marketing criteria. 


Questions and interpretations coming in from the Bureau of Reclamation 
personnel and from power customers and other interested parties indicate that a 
supplemental statement and a more detailed explanation of the Missouri Basin 
marketing criteria would be nelpful. This memorandum will serve as a guide 
in interpreting the criteria. 
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A. The expected timetable under procedure as set up in criteria: 

Present contracts will continue in full force and effect unless it is mutually 
agreed to change them ; 
2. The first round of applications is to be in by January 1, 1954. Immediate 
tabulation will be made to see how requests check with power declared to be 
available in 1954, 1955, and 1956. Several months then will very likely be 
eeded to complete contracts with preference customers who have made applica- 
ion and to enter into additional wheeling contracts necessary to reach them. 


] 


t 


Many of these contracts will be in whole or in part for power that will not be 
available until 1955 or 1956 Che capacity charge in the rate schedule on this 
delayed delivery power will not start to apply in any instance until power is 


3. Atter these contracts with preference customers are reasonably well under 
ay and before any contracts with nonpreference custo ners are made, further 
analysis will be made of preference customer additional needs and also of problems 
associated particularly with rural electrification cooperative growth in specific 
areas. In some instances as in the case of Canyon Ferry p>wer), it may be 


necessal enter oO iporary power sales cortracts until wheeliag, trans- 


ission, and preference customer needs can be fully worked out. Under the 
criteria ample time is contemplated for full study of problems and necessary 
adjustments. There will be no rushing into long-time contracts with nonprefer- 
ence customers ; 

B. The purpose of the criteria: 

1. To provide for the orderly marketing of new blocks of Federal hydroelectric 
power in an area, a sizable portion of which has not had Federal power previously, 
and to make this Federal power as helpful as possible in bringing widespread low- 
cost power to domestic and rural consumers. 

2. To establish a recognition that such power is incidental to and a part of 
multipurpose water development, and that the Federal Government is in the 
power business only because in the process of this natural resource development 
such power can be economically produced. 

3. To sell the power in such a way that it will have the least possible influence 
in upsetting the established retail sales pattern in the area, either publiciy or 
privately owned, that nas been instituted or accepted by the local people. Atten- 
tion should be called to the fact that the rural electrification cooperatives are 
established and well recognized systems. ‘They are organizations that reach an 
entirely new field of customers who have not previously had electrical service, 
and they are entitled to all reasonable help and encouragement. 

1. To enlist the cooperation and active assistance of local interests in meeting 
the tull power needs of tne people of the area, including the needs of Reclamation’s 
customers beyond the amounts ot power that Reclamation bas for sale, as the 
Bureau ot Reclamation does not have responsibility to supply ail tuture needs 
0. its customers. The Federal Government in developing the hydroelectric 
potential ot multipurpose water development projects makes its greatest con- 
tribution toward supplying the power needs of the area. Steam plants lend 
themselves efficiently to the ownership and management of local interests. It 
is not economically advantageous or desirable ior the Bureau of Reclamation to 
own, operate, or be responsible for the sale of electrical energy trom steam plants. 
Our transmission lines, however, should be available in their excess capscity for 
transmission of non-Federal power. In some cases we will recommend increasing 
their capacity for this purpose. Local interests have indicated on numerous 
occasions that they will supply all steam power needed in the area. They just 
want t> know where the Government will stop. With a definite Federal criteria 
laid out, local interests can take the steps required for an adequate power supply 
at the lowest possible cost. With the great increase of the use of electrical energy, 
Federal hydro will constitute only about 20 percent of the basin’s requirements. 

5. To fully recognize in the sale of hydroelectric power the letter and the spirit 
of the “preference clauses’’ applicable to the region. 

6. To place firm, secondary, and dump power under satisfactory sales contracts 
at an early date so that the Government may receive revenue badly needed to 
meet the charges to be properly covered by income from power sales. 

C. The effect of the criteria: 

1. It is expected that with the exception of several relatively small nonprefer- 
ence customers, who are largely dependent on the Bureau of Reclamation for 
their power and who have been customers of the Bureau of Reclamation for many 


years, preference customers will contract for all firm power offered for sale at this 
time. 
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2. It is not expected that the capacity charge of 80 percent of the contract 


amount during the first year, 90 percent during the second year, and 100 percent 


during the third year should cause any customer to pay for unused power. This 
provision is intended to discourage the contracting for excess amounts of power 
by an individual customer. This should result in remaining power being avail- 


able for other preference customers during the initial period when the power supply 
is short. It also is essential to protect the Government’s badly needed revenue. 
Particularly in the eastern division of the Missouri Basin there should be addi- 
tional blocks of power becoming available in years after 1956 which should to a 
large degree meet the growing needs of customers in addition to the amounts that 
they needed and placed under contract in the first instance. 

3. The offer to sell power direct to G. and T. cooperatives and similar groups 
with an allowance to them of up to 1 mill (comparable to wheeling allowed in other 
instances) is a new and important advantage they did not formerly have. 

4. No new contracts have as yet been written. They will not get started until 
after the first of the year. They will be carefully studied and negotiated in the 
light of all information and problems that have been brought to our attention. 
The criteria as issued September 9 and 10 is a starting directive and will be subject 
to additions and clarification as information and specific problems come to our 
attention. Such additions and clarifications will be in harmony with our basic 
power policy statement of August the 18th and the general objectives which are 
outlined in this memorandum under the subject, ‘“The purpose of the criteria.’’ 

5. Thinking people willingly adjust their detailed procedure in the light of 
working experiences. We, the people in Interior, will join with the people of 
customer groups in such adjustment. We intend to work closely with local groups 
in working out 20-year contracts. The sale of Federal power in sizable amounts 
in the Missouri Basin is a relatively new and growing adventure and subject to 
the pains of such an experience. Out of them will come the strength and the 
apacity to do a good job. We solicit constructive suggestions from our staff 
and from the public in general. 

Frep G. AANDAHL. 





ExuHisit 10 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
‘ashington 25, ", September 24, 1958. 
Washingt 25, D. C., Septemt 24, 1953 


FEDERAL Power COMMISSION, 
Washington 25, D. C. 
GENTLEMEN: Reference is made to the Commission’s orders confirming and 
approving the following rate schedules for the sale of electric energy on Fort 
Peck project, Montana: 


Federal | Bureau of 


Power : 
docke ar Yate la : Jame 
Docket number Date | Commission = 
|} number 
iS * Apr. 6, 1045 5 | R6-F2. 
IT-5932_- aa. ‘5 9 | Special rate. 
IT-5891 _- Apr. 27,1945 10 | R6-S1. 


E-6199 pais June 29, 1949 ll | R6-S2. 





The Secretary of the Interior has approved certain modifications in the above 
rate schedules in order that rate schedules for the sale of Fort Peck power and 
energy will be consistent with newly adopted power marketing criteria approved 
on September 15, 1953, for the eastern division, Missouri River Basin. The 
attached report on rate schedules for the Fort Peck project, Montana, dated 
September 14, 1953, sets forth in detail the changes in rate schedules and the 
reasons therefor. 

Copies of the following rate schedules approved by the Secretary of the Interior, 
which will become effective upon confirmation and approval by the Commission 
pursuant to the Fort Peck Act (52 Stat. 403), as amended, are attached: 


(a) Schedule R6—F4—Schedule of Rates for Wholesale Firm Power Service. 
(b) Schedule R6-S4—Schedule of Rates for Wholesale Firm Power Service for 
Limited Period. 
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c) Schedule R6—-S5—Schedule of Rates for Wholesale Power Service to Cus- 
tomers Having Their Own Generating Facilities. 

d) Special Rate FPC No. 9—Rate for Sale of Electric Energy to Montana- 
Dakota Utilities Co. 







The principal purpose of the change in rate schedules is to protect the interest 
of the United States in those cases where customers tend to contract for their 
needs for the remote future. No change has been made in the basic rates, al- 
though the demand charge has been designated as capacity charge. The major 
hange is in the substitution of a minimum annual capacity charge for the mini- 
mum monthly bill. Customers which contract only for an average 2-year load 
growth and which have normal seasonal swings in their loads will pay no more 















nder the proposed rates than under the existing rates [t is thus anticipated 
that there will be little change in revenue under the proposed rates as compared 
h the present rates although slight increases may occur. No decreases are 
possible. The attached Fort Peck Project Power System Average Rate and Re- 
payment Study, dated September 1952, will indicate the financial status of the 
project both at the present time and, as we estimate it, in the future. We antici- 


iat complete amortization of the investment in power facilities will be ac- 


| 
hed by 1980, with interest at 3 percent on the portion allocated to com- 









ercial power. 


The proposed modifications in the existing rates will assure the payment of 
‘apacity charges for power desired by present and prospect 







I ectiv 
ire power supply. Che proposed rates will overcome the 


e customers for their 
problem of contract- 
for long-time requirements without adequate compensation for capacity 















I recommend that the Commission confirm and approve the proposed schedules 
f rates and the special rate, FPC No. 9, referred to in subparagraphs (a b) 
and (d) above. Since other rate schedules not requiring action by the Com- 


sion have been approved with an effective date of January 1, 1954, the effec- 
tive date of the Fort Peck rate schedules carry a similar date. 
Very truly yours 





H. F. McPuaatn, 


Acting Commissioner. 









EPORT ON RATE SCHEDULES FOR THE Fort Peck Prosxct, MONTANA, 
SEPTEMBER 14, 1953 















The plan for marketing of power in the Missouri River Basin as approved by 
he Department imposes some technical problems as to rates. 





A major problem 

pertains to the matter of assuring the payment of demand or capacity charges 

for power desired by present and prospective customers for their future power 
ry] 

SUDDIV. 







Under the present marketing plan there is little need for customers to contract 
for their future load growth. In fact, the record indicates that preference custom- 
ers in particular have not contracted for their full requirements, under the assump- 
tion that for some time to come there would be sufficient available power to care 
for their needs through the withdrawability provision generally included in most 
nonpreference customer contracts. 

Under the proposed marketing plan, it is anticipated that both preference and 
nonpreference customers will desire to contract for more power than has heretofore 
been the case. 

The contracting for power by the customer for his long-time needs presents a 
serious problem to the Bureau in that under our present rate schedules, payment 
is made only for power actually taken. Contracting for long-term supply, includ- 
ing load growth, has not been a problem in the past, and the present rate schedules 
have worked satisfactorily. At present the Bureau’s firm power rate schedules 
are two-part schedules with charges for both power and energy (kilowatts and 
kilowatt-hours). The demand or capacity portion of the schedule is based on 
the highest 30-minute integrated demand occurring during the month and not on 
the contract rate of delivery. However, after contracting for stated amounts of 
power, the Bureau must hold in reserve sufficient capacity to deliver to the custom- 
ers their contract rates of delivery at any time. If customers contract for apprec- 
iably greater amounts of power than their immediate needs, the Bureau is in the 
position of reserving a large amount of generating capacity for which it will not 
receive payment until such time as the customer loads grow to the contracted rate 
of delivery. The minimum charges of the existing rate schedules, which are a 
relationship of total monthly bill to the contract rate of delivery, do not provide 
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he compensation for capacity which is necessary under the proposed marketing 


pian. 
In an endeavor to overcome the problem of contracting for long-time require- 
ments without adequate compensation for capacity reserved, we have explorea a 


1umber of possible solutions. Obviously, the Bureau could refuse to contract 


or more than it believed the customer would need in the immediate or near future. 
fowever, in dealing with a large number of customers, it is difficult for the Bureau 
o predict with accuracy the needs of its customers, especially new customers, or 
istomers with large load growth such as REA-financed projects his method 
f controlling the maximum power to be contractea to a customer is not deemed 





sin plest solution of the prol lem is to change the charge for power to & 
capacity charge, basing such charge on the higher of the contract rate of delivery 
or the maxim tl 1 is a method would placd the burden of 
determination of t ( of d \ squarely) oO he ( er where it 
logically belongs For atever powel istomer tra for, he would 


ave to pa) 





tinue unti 





1e as ; to the amount of his contract rate o lelivery. This 
sD varranted as the customer would be faced with the same necessity of 
eeting fixed charges based o1 capacity provided if he constructed his own plant. 
Likewise, if the customer constructed his own plant he would have to carry the 
fixed charges on a plant iarge er! uel to earrv the se sonal swings . 
Studies made of customer usage in the Fort Peck project area for the year 1952 
show seasonal | 1d patterns With variations averaging about 70 percent from pe uk 
o valley of power demand. The ratio of the summation of actual monthly de- 


ds to 12 times the highest monthly demand is approximately 80 percent. 
The supplier of power generally designs rates with such seasonal swings in mind, 

Che Bureau believes that it should do likewise. \fter exploring various meth« 
it is believed that a proper solution to the problem is to change the demand 
to a capacity charge (without changing the amount of the unit charge), 





charge 
basing it as at present on the maximum monthly billing demand but ratcheting 
the capacity payments to a minimum annual capacity charge based on the contract 
rate of delivery. 

The Bureau also bas formulated its rates generally on the premise that there 
would be a short period during which the powerload would develop. It is believed 
this principle should continue as a means of permitting the customer to contract 
for some capacity to meet increasing loads. A rate designed to permit the 
customer to contract, without penalty, for a load growth 25 percent in excess of 
present requirements, is believed to be desirable. This would provide for an 
annual load growth of approximately 12 percent for a 2-year period. 

Occasionally, power is sold to a utility which operates in a resort area. In 
such cases, the amount of power required during the summer tourist period is 
considerably in excess of the customers’ normal load. Capacity of the Bureau’s 
system to supply additional summertime requirements does not create a problem 
as it is during such period that water is available for operation of plant capacity 
originally installed to take advantage of the abundant water. Service for such 
type customers will be provided under the firm power rate schedule, with the 
service contract containing rates of delivery for power for year round service 
with an appropriate increased delivery in seasonal service months. The minimum 
annual capacity charge provided for in the regular firm power rate schedule will 
be prorated to apply to the contract rate of delivery for seasonal power. 

In order to be consistent, the rate schedules for other types of service bave also 
been examined and changes made to the extent necessary to make such schedules 
conform with the principles of the proposed wholesale firm power rate schedule 
which is the basic schedule. 

The schedule of rates for wholesale power service to customers having their 
own generating plants (applicable for the sale of secondary energy and/or firm 
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power) is designed to protect the Bureau against customers peaking or carrying 
their seasonal swings with Bureau service while base loading with their own 
plants. A standard language provision is included in such contracts which 
permits the Bureau to limit the energy to the customer’s normal load factor, if 
necessary, thereby preventing the customer from base loading with Bureau 
power at times of water shortage. Since the Bureau is adequately protected in 
the matter of compensation for firm capacity reserved, the only modification from 


the present rate schedule is the change in the term “demand charge” to “capacity 
charge.” 





Schedule B6—-F4 
Supercedes Schedule B6-F2 


Unirep SrTaTes 





DEPARTMENT OF THE INTERIOR 

















BUREAU OF RECLAMATION 








tegion VI 


Fort 





Peck Prosect, MONTANA 


Schedule 





of Rates for Wholesale Firm Power Service 
Effective 
January 1, 1954. 
Available 
In the area served by the Fort Peck project. 
Applicable 
To wholesale power customers for general power service supplied through | 
meter at 1 point of delivery. Not applicable to standby or auxiliary service, 
except that service auxiliary to other purchased power supply will be permitted 
under appropriate contract terms. 
Character and conditions of service 


Alternating current, 60 cycles, 3-phase, delivered and metered at the low-voltage 
side of substation. 


Monthly rate 


Capacity charge.—$0.75 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 
3.5 mills per kilowatt-hour. 

All over 250 kilowatt-hours per kilowatt of billing demand at 3 mills per 
kilowatt-hour. 
Minimum annual capacity charge: 

For first 12 full billing periods: $7.20 per kilowatt of 80 percent of contract rate 
of delivery. 

For second 12 full billing periods: $7.20 per kilowatt of 90 percent of contract 
rate of delivery. 

For subsequent billing periods: $7.20 per kilowatt of 100 percent of contract 
rate of delivery. 

Subsequent increases in rates of delivery after initial service shall each be con- 
sidered in like manner. 
Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 


For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5-percent discount 
will be allowed on the capacity and energy charges of the monthly rate. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 


a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 
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Schedule R6—-24 
Supersedes Schedule R6—_- 


Unirep States DEPARTMENT OF "HE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 
Fort Peck Prosect, MonTANA 
Schedule of Rates for Wholesale Firm Power Service for Limited Period 

Effective 

January 1, 1954. 
Available 

In the Dakota system area of the Montana-Dakota Utilities Co. served by the 
Fort Peck project. 
Applicable 


To wholesale power customers for general power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service, 
except that service auxiliary to other purchased power supply will be permitted 
under appropriate contract terms. 


Character and conditions of service 


Alternating current, 60 cycles, single or 3-phase, normally delivered and 
metered at the low-voltage side of Government-owned substation 


Monthly rate 


Capacity charge.—$0.75 per kilowatt of billing demand. 

Basic energy charge.—FYirst 250 kilowatt-hours per kilowatt of billing demand 
at 3.5 mills per kilowatt-hour. Balance of energy used at 3 mills per kilowatt- 
hour. 

Additive energy charge-——When a portion of the capacity and energy require- 
ments of the customers served under this rate schedule must be supplied to the 
United States by the Montana-Dakota Utilities Co. on an exchange basis, the 
additive charge will apply to all such customers as determined by the following 
formula: 


B 
A=$0.00095 XG X (D—\E) 


where, 

A=The additive charge, applicable only when D is greater than one-half of E. 

B= Total number of kilowatt-hours supplied during the billing period to the 
customer under this rate schedule. 

C= Total number of kilowatt-hours supplied during the billing period for 
service to all customers served under this rate schedule. 

D= Total number of kilowatt-hours supplied to the United States by Montana- 
Dakota Utilities Co, on an exchange basis for service to customers served under 
this rate schedule. 

E= Total number of kilowatt-hours supplied by the United States to the 
Montana-Dakota Utilities Co. for its own use which, if no deductions were made 
for the kilowatt-hours supplied to the company on an exchange basis, would have 
been billed to the company in the last block of the rate under which the company 
received service. 

Minimum annual capacity charge 

For first 12 full billing periods, $7.20 per kilowatt of 80 percent of contract 
rate of delivery. 

For second 12 full billing periods, $7.20 per kilowatt of 90 percent of contract 
rate of delivery. 

For subsequent billing periods, $7.20 per kilowatt of 100 percent of contract 
rate of delivery. 

Subsequent increases in rates of delivery after initial service shall each be 
considered in like manner. 
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Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


A 





dj istments 
For character and conditions of service.—If delivery is made at transmission volt- 
age so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the capacity and energy charges of the monthly rate. 


For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 


a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 


nn ’ 7 
Term of rate schedule 


The applicability of this rate schedule shall terminate at the date when electric 
power is available for commercial sale from the Garrison Dam powerplant, now 
under construction, which date is estimated to be April 1, 1955. 










Schedule R6-85 
(Supersedes Schedule R6-81) 


Unitrep States DEPARTMENT OF THE INTERIOR 








BUREAU OF 





RECLAMATION 
Region VI 
Fort Peck Project, MONTANA 


Schedule of rates for wholesale power service to customers having their own 
generating facilities 
Effective 
January 1, 1954 
Avarlable 
In the area served by the Fort Peck project. 
Applicable 


To wholesale power customers, for light and power service supplied through 
one meter at one point of delivery, who have and maintain generating equipment 
in operating condition capable of serving loads on not more than 24 hours’ notice 
and who, by appropriate contract, agree to such integration of their power system 
and the power system of the United States by interchange, purchase, and sale of 
capacity and energy, as will best achieve the efficient use of the production 
capacity of both parties. 

Character and conditions of service 


Alternating current, 60 cycles, 3-phase, normally delivered and metered at the 
low-voltage side of substation. The service available hereunder will be considered 
in two categories: (1) firm power service, and (2) withdrawable power service, 
herein termed secondary energy. The delivery and continuity of supply of 
secondary energy are not secured and such service may be withdrawn in whole or 
in part at any time on not less than 24 hours’ notice. 

Monthly rate 


Capacity charge.—$0.75 per kilowatt of billing demand, 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 
3.5 mills per kilowatt-hour. Balance of energy used at 3.0 mills per kilowatt- 
hour, 

Secondary service billing demand credit.—For and in consideration of the cus- 
tomer’s generating capacity, if maintained in good operating condition, and pro- 
vided the customer contracts to purchase his system energy requirements in 
lieu of operating his own fuel-burning generating equipment (except that which 
may be generated as a result of maintaining such equipment in standby condition 
and as byproduct generation from production of steam for heating or other pur- 
poses) during any billing period when secondary energy is available and is offered 
by the United States, the number of kilowatts of billing demand on which the 
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capacity charge will apply shall be the contractor’s system demand less the con- 
tractor’s capacity, but not less than the billing demand less the contract rate of 
delivery for secondary energy. For use in computing capacity charges, the 
customer shall furnish to the United States, not later than 5 days after the end 
of the month during which service was furnished hereunder a statement of the 
contractor’s system demand. The contractor’s system demand is defined as 
the maximum 30-minute integrated demand in kilowatts on the contractor’s 
power system during the month. The contractor’s capacity is defined as the 
sustained load-carrying ability of the contractor’s electric generating plant less 
station use, as determined by test and as limited by transmission and substation 
facilities. If the contractor purchases power under a bona-fide power contract 
from a supplier other than the United States, appropriate deduction shall be 
made from the contractor’s system demand for power actually taken under 
such contract before applying this rate schedule. 


Minimum annual capacity charge 


For first 12 full billing periods, $7.20 per kilowatt of 80 percent of contract 
rate of delivery for firm power. 

For second 12 full billing periods, $7.20 per kilowatt of 90 percent of contract 
rate of delivery for firm power. 

For subsequent billing periods, $7.20 per kilowatt of 100 percent of contract 
rate of delivery for firm power. 

Subsequent increases in rates of delivery for firm power after initial service 
sahll each be considered in like manner. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


A Iju stments 


For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent dis- 
count will be allowed on the capacity and energy charges of the monthly rate. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 


SpeciaL Rate FoR SALE oF Euectric ENERGY TO MOoNTANA-DAKOTA 
Uriuities Co. 


No definitive rate schedule was prepared under the Commission’s order of 
April 6, 1945 (Docket No. I1T—5932) since the order referred to the schedule of 
rates and charges set forth in the (proposed) contract. 

The modification of such rates and charges now submitted for confirmation 
and approval are as follows: 

Montana-Dakota Utilities Co. contract (designated in the Commission’s files 
as: Fort Peck project rate schedule FPC No. 9 

Strike out in article 8 (b) of said contract: 

Minimum charge.—$1 per month per kilowatt of actual demand bu 
than $1 per month per kilowatt of firm power then in effect. 

Insert in article 8 (b) of said contract: 

Minimum annual capacity charge— 

For first 12 full billing periods: $7.20 per kilowatt of 80 percent of t power 
designated in the contract or amendments thereto as firm power. 

For second 12 full billing periods: $7.20 per kilowatt of 90 percent of the power 
designated in the contract or amendments thereto as firm power. 

For subsequent billing periods: $7.20 per kilowatt of 100 percent of the power 
designated in the contract or amendments thereto as firm power. 
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EXHIBIT 11 
OcToBER 19, 1953. 

FEDERAL PowER COMMISSION, 
141 G Street NW., Washington 25, D. C. 


GENTLEMEN: Reference is made to the Bureau’s letter of September 24, 1953, 
submitting for the Commission’s confirmation and approval, proposed revised 
rate schedules for the Fort Peck project, Montana. 

There are enclosed copies of the following proposed rate schedules to replace 
those submitted with the above correspondence which have been revised in con- 
formance with informal discussions with your staff on October 14, 1953: 

(a) Schedule R6—F4—schedule of rates for wholesale firm power service. 

(b) Schedule R6—S4—-schedule of rates for wholesale firm power service for 
limited period. 

(c) Schedule R6—S5-—schedule of rates for wholesale power service to cus- 
tomers having their own generating facilities. 

The revisions made in the above rate schedules are as follows. 


I. Rate schedules R6—F4 and R6—-S4 

(1) Applicable clause—Delete “except that service auxiliary to other pur- 
chased power supply will be permitted under appropriate contract terms.” 
II. Rate schedule R6-—F4 


(1) Character and conditions of service clause——In first sentence insert word 
‘normally”’ before ‘“‘delivered.” 



















III. All rate schedules listed in (a), (b), and (c) above 


(1) Minimum annual capacity charge clause.—In last sentence: Add ‘‘under this 
schedule” following the word “‘service.’”’ Delete word ‘“‘each.”’ Add “‘separately”’ 
following the word ‘‘considered.”’ 

The minimum bill provision in schedule R6—-S1 which contains the restriction 
“but not less than the contract rate of delivery for firm power’’ was discarded in 
favor of a minimum annual capacity charge in the proposed schedule R6—-S5. 
The primary reason for this change was to give the Bureau adequate revenue for 
project payout on power contracted for which was in excess of customers’ present 
requirements without unduly penalizing the customer. It was felt that the restric- 
tion stated above would be an unduly severe penalty on the customer who desired 
to contract for power in excess of its present requirements. This revision of the 
minimum bill provision is identical to the change made in the proposed firm power 
rate schedule R6-F4. This revision may under certain conditions result in a 
lower minimum bill on the R6—S5 schedule. 

I recommend that the Commission confirm and approve the proposed schedules 
of rates as submitted with the Bureau’s letter of September 24, 1953, in accord- 
ance with the above-noted revisions. 

Very truly yours, 



















H. F. McPuatit, Acting Commissioner. 








Schedule R6—-F4 
Supersedes Schedule R6—F2 
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DEPARTMENT OF THE INTERIOR 
















BUREAU OF RECLAMATION 


Region VI 





Fort Peck Prosect, MONTANA 
Schedule of Rates for Wholesale Firm Power Service 
Effective 
January 1, 1954. 
Available: 
In the area served by the Fort Peck project. 
Applicable 


To wholesale power customers for general power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service. 
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Character and condition of service 


Alternating current, 60 cycles, 3-phase, normally delivered and metered at the 
low-voltage side of substation. 


Monthly rate: 

Capacity charge-—$ .75 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing de- 
mand at 3.0 mills per kilowatt-hour. 


Minimum annual capacity charge 

For first 12 full billing periods: $7.20 per kilowatt of 80 percent of contract 
rate of delivery. 

For second 12 full billing periods: $7.20 per kilowatt of 90 percent of contract 
rate of delivery. 

For subsequent billing periods: $7.20 per kilowatt of 100 percent of contract 
rate of delivery. 

Subsequent increases in rates of delivery after initial service under this schedule 
shall be considered separately in like manner. 


Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustme nts 


For character and conditions of service.—If delivery is made at transmission voltage 
so that the United States is relieved of substation costs, 5 percent discount will 
be allowed on the capacity and energy charges of the monthly rate. 

For transformer losses.—ITf delivery is mi ide at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor —None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 percent 
leading. 

Unitep Strares DEPARTMENT OF THE INTERIOR 


BUREAU OF RECLAMATION 
Region VI 
Schedule R6—S4 Supersedes Schedule R6—S2 
Fort Peck Prosect, MONTANA 


Schedule of Rates for Wholesale Firm Power Service for Limited Period 
Effective 

February 1, 1954. 
Available 

In the Dakota System area of the Montana-Dakota Utilities Co. served by 
the Fort Peck project. 
Applicable 

To wholesale power customers for general power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service. 
Character and conditions of service 

Alternating current, 60 cycles, single or 3-phase, normally delivered and 
metered at the low-voltage side of Government-owned substation. 
Monthly Rate 


Capacity charge.—$0.75 per kilowatt of billing demand. 
Basic energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 
3.5 mills per kilowatt-hour. 
Balance of energy used at 3.0 mills per kilowatt-hour. 
Additive energy charge.—When a portion of the capacity and energy require- 
nents of the customers served under this rate schedule must be supplied to the 
nited States by the Monrtana-Dakota Utilities Co. on an exchange basis, the 
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additive charge will apply to all such customers as determined by the following 
formula: 

A=$0,00095 x x (D—E) 
where, 

A= The additive charge, applicable only when D is greater than one-half of E. 

B= Total number of kilowatt-hours supplied during the billing period to the 
customer under this rate schedule. 

C=Total number of kilowatt-hours supplied during the billing period for 
service to all customers served under this rate schedule. 

D= Total number of kilowatt-hours supplied to the United States by Montana- 
Dakota Utilities Co. on an exchange basis for service to customers served under 
this rate schedule. 

E=Total number of kilowatt-hours supplied by the United States to the 
Montana-Dakota Utilities Co. for its own use which, if no deductions were made 
for the kilowatt-hours supplied to the company on an exchange basis, would have 
been billed to the company in the last block of the rate under which the company 
received service. 

Minimum annual capacity charge 

For first 12 full billing periods, $7.20 per kilowatt of 80 percent of contract 
rate of delivery. 

For second 12 full billing periods, $7.20 per kilowatt of 90 percent of contract 
rate of delivery. 

For subsequent billing periods, $7.20 per kilowatt of 100 percent of contract 
rate of delivery. 

Subsequent increases in rates of delivery after initial service under this schedule 
shall be considered separately in like manner. 


Billing demand 

The billing demand will be the highest 30-minute integrated demand measured 
during the month. 
Adjustments 


For character and conditions of service—If delivery is mace at transmission 
voltage so that the United States is relieved of substation costs, 5 percent dis- 
count will be allowed on the capacity and energy charges. 

For transformer losses.—lIf delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 per- 
cent leading. 

Term of rate schedule 

The applicability of this rate schedule shall terminate at the date when electric 
power is available for commercial sale from the Garrison Dam powerplant, now 
under construction, which date is estimated to be April 1, 1955. 


Schedule R6—S5 
(Supersedes Schedule R6-S1) 


Unitep Srates DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region VI 
Fort Peck Prosect, MonrANA 


Schedule of Rates for Wholesale Power Service to Customers Having Their Own 
Generating Facilities 
Effective 
February 1, 1954; 
Available 
In the area served by the Fort Peck project. 
Applicable 


To wholesale power customers, for light and power service supplied through 1 
meter at 1 point of delivery, who have and maintain generating equipment in 
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operating condition capable of serving loads on not more than 24 hours’ notice, 
and who, by appropriate contract, agree to such integration of their power system 
and the power system of the United States by interchange, purchase, and sale 
of capacity and energy, as will best achieve the efficient use of the production 
capacity of both parties. 


Character and conditions of service 


Alternating current, 60 cycles, 3-phase, normally delivered and metered at the 
low voltage side of substation. The service available hereunder will be con- 
sidered in two categories: (1) Firm power service, and (2) withdrawable power 
service, herein termed secondary energy. The delivery and continuity of supply 
of secondary energy are not assured and such service may be withdrawn in whole 
or in part at any time on not less than 24 hours’ notice. 


Monthly rate 

Capacity charge.—$0.75 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. Balance of energy used at 3.0 mills per kilowatt-hour. 

Secondary service billing demand credit—For and in consideration of the 
customer’s generating capacity, if maintained in good operating condition, and 
provided the customer contracts to purchase his system energy requirements in 
lieu of operating his own fuel-burning generating equipment (except that which 
may be generated as a result of maintaining such equipment in standby condition 
and as byproduct generation from production of steam for heating or other 
purposes) during any billing period when secondary energy is available and is 
offered by the United States, the number of kilowatts of billing demand on which 
the capacity charge will apply shall be the contractor’s system demand less the 
contractor’s capacity, but not less than the billing demand less the contract rate 
of delivery for secondary energy. For use in computing capacity charges, the 
customer shall furnish to the United States, not later than 5 days after the end 
of the month during which service was furnished hereunder a statement of the 
contractor’s system demand. The contractor’s system demand is defined as the 
maximum 30-minute integrated demand in kilowatts on the contractor’s power 
system during the month. The contractor’s capacity is defined as the sustained 
load carrying ability of the contractor’s electric generating plant less station use, 
as determined by test and as limited by transmission and substation facilities. 
If the contractor purchases power under a bona fide power contract from a supplier 
other than the United States, appropriate deduction shall be made from the 
contractor’s system demand for power actually taken under such contract before 
applying this rate schedule. 


Minimum annual capacity charge 


For first 12 full billing periods, $7.20 per kilowatt of 80 percent of contract rate 
of delivery for firm power. 

For second 12 full billing periods, $7.20 per kilowatt of 90 percent of contract 
rate of delivery for firm power. 

For subsequent billing periods, $7.20 per kilowatt of 100 percent of contract 
rate of delivery for firm power. 

Subsequent increases in rates of delivery for firm power after initial service 
under this schedule shall be considered separately in like manner. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 

For character and conditions of service-—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent dis- 
count will be allowed on the capacity and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 
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Exurpir 12 
Contract No. 14-06-700-15 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
LowER PiLatTre RIveR AREA, 
Grand Island, Nebr., October 12, 1958. 
Mr. GeorGp GERKING, 
Manager, Monona ( ounty Rural Electric Cooperative, 
Onawa, Iowa. 

Dear Mr. GerxInc: This is to notify you that, effective January 1, 1954, rate 
schedule MRB-—F1 specified in contract No. 14-06—700—-15 under which electric 
ervice will be furnished to Monona County Rural Electric Cooperative will be 
sul erseded by rate schedule MRB F4, a copy of WwW hich is attached. 

Pursuant to article F of the general power contract provisions attached to the 
contract for electric service, rate schedule MRB-—F4 shall become effective January 
|, 1954, unless the cooperative notifies us within 60 days that it elects to terminate 
the contract effective as of such date not more than 3 years from the date of this 
notice as the cooperative may specify. In the event of such termination rate 
schedule MRB-F4 will not become effective during the remaining term of the 
contract or for a period of 2 years, whichever period is the shorter. 

If, however, the cooperative would prefer to accept rate schedule MRB-—F4 and 
to reduce the contract rate of delivery for firm power under the contract in order 
to reduce or eliminate the extra charge which may result by reason of the applica- 
bility of the minimum annual capacity charge of the rate schedule, we will amend 
the contract to reduce the contract rate of delivery for firm power to such amount 
as you May specify 

If the cooperative elects to accept rate schedule MRB-—F4 without any other 
modification of the contract please so indicate in the space provided below and 
return one copy of this letter to this office at your earliest convenience. 

Very truly vours 
; Pau. R. Hartey, 
Area Engineer. 


Schedule MRB-F4 
(Supersedes Schedule MRB-F1) 


Unrrep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 


Missourr River Basin, Eastern DIviston 
Interim Schedule of Rates for Wholesale Firm Power Service 


Effective 
January 1, 1954. 


Available 
In the area generally described as central and eastern Montana, North and 
South Dakota, central and eastern Nebraska, western Iowa and western 
Minnesota. 
Applicable 
To wholesale power customers for general power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service, 
except that service auxiliary to other purchased power supply will be permitted 
nder appropriate contract terms. 
Character and conditions of service 
Alternating current, 60 cycles, 3-phase, delivered and metered at the low-voltage 
side of substation. 
Monthly rate 
Capacity charae $0.75 per kilowatt of billing demand. 
Energy charg First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. All over 250 kilowatt-hours per kilowatt of billing de- 
mand at 3.0 mills per kilowatt-hour. 





or 
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Minimum annual capacity charge 

For first 12 full billing periods: $7.20 per kilowatt of 80 percent of contract 
rate of delivery. 

For second 12 full billing periods: $7.20 per kilowatt of 90 percent of contract 
rate of delivery. 

For subsequent billing periods: $7.20 per kilowatt of 100 percent of contract 
rate of delivery. 

Subsequent increases in rates of delivery after initial service shall each be con- 
sidered in like manner. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 


For character and conditions of service—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the capacity and energy charges of the monthly rate. 

For transformer losses.—If delivery is made at transmission voltage but metered 
on the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor—None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 


Exuipir A 
Contract No. 14-06-600—108 
CONFORMED Copy 


UNITED StTareEs DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missouri River Bastin Prosect, Sourma DAKOTA 
Contract for Electric Service to Northern Electric Cooperative, Inc. 


This contract, made this 22d day of October 1952, in pursuance of the act 
of Congress approved June 17, 1902 (32 Stat. 388), and the act of Congress ap- 
proved December 22, 1944 (58 Stat. 887), and acts amendatory thereof or sup- 
ylementary thereto, between the United States of America, hereinafter called the 
ty nited States, represented by the officer executing this contract, his duly appointed 
successor, or his duly authorized representative, hereinafter called the contracting 
officer, and Northern Electric C ooperative, Inc., Aberdeen, 8. Dak., a corporation 
duly organized, created, and existing under and by virtue of the laws of the State 
of South Dakota, hereinafter called the contractor, its successors and assigns, 

Witnesseth: 

2. Whereas the United States is planning the construction of units of the au- 
thorized Missouri River Basin project and is willing to furnish the electric service 
desired by the contractor when the necessary units have been completed and 
arrangements for the transmission of power over the facilities of other parties, 
if required, are consummated; and 
3. Whereas the United States has entered into that certain Contract No. 
T79r—1805 with East River Electric Power Cooperative, Inc., which grants to the 
United States a license to transmit electric power and energy over the transmis- 
sion system of the East River Electric Power Cooperative, Inc., to serve members 
of the cooperative; and 

4. Whereas the contractor, a member of the East River Electric Power Coop- 
erative, Inc., is a nonprofit organization and is operating a cooperative project 
which is financed in whole or in part by the Rural Electrification Administration 
of the United States, and desires to obtain electric service from the United States 
when such service can be provided; 

5. Now, therefore in consideration of the mutual covenants herein set forth, 
the parties hereto agree as follows: 
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ELECTRIC SERVICE TO BE FURNISHED 





6. (a) The United States, under the terms and conditions stipulated herein, 
will furnish electric service to the contractor, from and after the date of initial 
service as hereinafter defined, at or near the cities of Claremont, Ferney, and 
Mansfield, S. Dak. Said electric service will be furnished over facilities of the 
East River Electric Power Cooperaive, Inec., under the terms and conditions pro- 
vided in contract No. 179r—1805 between the United States and the East River 
Electric Power Cooperative, Inc., hereinafter called the transmission service con- 
tract, copies of which are on file in the Missouri-Oahe District Office of the 
Bureau of Reclamation at Huron, 8. Dak. The obligation of the United States 
to furnish electric service hereunder shall at all times be subject to and con- 
tingent upon the existence of said transmission service contract: Provided, That 
if the United States purchases the East River Electric Power Cooperative’s 
electric transmission system pursuant to article 21 of contract No. I79r—-1805, 
service will be furnished over the facilities of the United States. 

(b) The electric power and energy involved hereunder will be delivered to the 
contractor, and measured, at the voltages specified below in this section. The 
electric energy will be delivered in amounts which the contractor may from time 
to time require up to a maximum rate of delivery, hereinafter called the contract 
rate of delivery for firm power, for each delivery, as specified below in this section: 


| 
oe | Contract 
pense Metering rate of 
voltae voltage delivery for 
88 firm power 








| 
Kilowatts 


Claremont delivery 69, 000 | 12, 500 | 700 
Ferney delivery 69, 000 | 12, 500 700 
Mansfield delivery -- 69, 000 | 2, 500 600 



















(c) The contractor shall have the right to reduce the contract rate of delivery 
for firm power at any point of delivery hereunder in an amount not to exceed 
20 percent thereof by written notice given to the contracting officer within 1 
year following the date of initial service at such point of delivery, the effective 
date of said reduction to be the Ist day of the month next following receipt of 
said notice. If power therefor is available, as conclusively determined by the 
contracting officer, the contract rate of delivery for firm power at any point of 
delivery hereunder may be increased at any time after the date of initial service 
at such point of delivery by the filing of a request therefor by the contractor 
with the contracting officer and subsequent approval thereof by the contracting 
officer. Said request shall include a proper showing of the contractor’s need 
for such increase during the next 3-year period. Such increase in any contract 
rate of delivery for firm power shall not become effective until 30 days after the 
date of its approval by the contracting officer. 

(d) Anything to the contrary in this contract notwithstanding, when the elec- 
tric service under this contract is furnished by the United States over facilities of 
others by virtue of a transmission service arrangement, the electric power and 
energy will be furnished at the voltage available and under the conditions which 
exist from time to time on the transmission system over which the service is 
supplied. The United States will endeavor to inform the contractor from time 
to time of any changes contemplated on the system over which the service is 
supplied but the costs of any changes made necessary in the contractor’s system 
because of changes or conditions on the system over which the service is supplied 
shajl not be a charge against or a liability of the United States: Provided, That if 
the contractor, because of changes or conditions on the system over which service 
hereunder is supplied, is subjected to the necessity of making changes on its 
system at its own expense in order to continue receiving service hereunder, then 
the contractor may terminate this contract on not less than 60 days’ written 
notice given to the United States at any time prior to the making of said changes 
on its system, but not thereafter: Provided further, That if the electric service 
requirements of the contractor, to the extent that the United States is obligated 
or determines that it can become obligated to furnish such requirements, ar2 not 
being met or the United States advises the contractor cannot be met because of an 
insufficiency of capacity available to the United States under its transmission 
service arrangement in the facilities of others over which service hereunder is 
supplied, then the contractor may terminate this contract on not less than 60 
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days’ written notice given to the United States at any time prior to the time that 
the United States advises the contractor that the needed capacity is available 
but not thereafter. 

SCHEDULE OF RATES 


7. The contractor shall pay for the electric service furnished hereunder in 
accordance with the rates, charges, and conditions set out in Rate Schedule MRB-—- 
F1 attached hereto and made a part hereof. 


RESALE RATES 


8. The contractor will cooperate with the United States in promoting the 
widespread and abundant use of electric power and energy and to that end it will 
be the primary objective of the parties hereto to make electric service available 
to the ultimate consumers at the lowest possible rates consistent with sound 
business principles. The contractor agrees that it will resell energy purchased 
hereunder only at rates approved by the Rural Electrification Administration 
and will currently keep on file with the contracting officer complete copies of 
such rates. 

TERM OF CONTRACT 


9. (a) This contract shall become effective on the date of its execution, and, 
subject to prior termination as otherwise herein provided for, shall remain in 
effect concurrently with the transmission service contract hereinbefore referred 
to in article 6 (a) and, unless the electric service hereunder is furnished over the 
facilities of the United States, shall expire coincidently therewith: Provided, That 
in no event shall this contract extend beyond midnight of December 31, 1965. 

(b) The date of initial service at each point of delivery hereunder is defined 
as the date upon which the United States is ready to furnish and the contractor 
is ready to receive electric service hereunder at such point of delivery. 


APPROVAL 


10. This contract shall not be binding upon the parties hereto until approved 
by the Administrator of the Rural Electrification Administration of the United 
States: Provided, That, if this contract is not so approved within 60 days after 
the date of its execution, then this contract sha]! thereupon become null and void. 


GENERAL POWER CONTRACT PROVISIONS 


11. (a) The general power contract provisions attached hereto are hereby 
made a part of this contract the same as if they had been expressly set forth herein. 
(6) Notwithstanding the provisions of article T of the general power contract 
provisions, notice shall be deemed properly given if mailed, postage prepaid, to 
the district manager, Missouri-Oahe District, United States Bureau of Reclama- 
tion, Post Office Box 825, Huron, 8S. Dak., on behalf of the United States, until 
said designation is changed by notice to the contractor in accordance with the 
provisions of said article T. 
IN WITNESS WHEREOF, the parties hereto have caused this contract to be 
executed the day and year first above written. 
THe UNITED STATEs OF AMERICA, 
K. F. Vernon, 
Regional Director, Bureau of Reclamation, Box 2130, Billings, Mont 
NorTHERN Evectric Cooperative, INc., 
LestEeER STEARNS, President, Aberdeen, S. Dak. 
[CORPORATE SEAL] 
Attest: 
CHESTER GULLIKSON, 
Secretary. 


CERTIFICATE 


I, Chester Gullikson, certify that I am the secretary of the NorTHERN ELEcTRIC 
CooperaTIVE, Inc., Aberdeen, 8. Dak., the corporation named as contractor 
herein; that Lester Stearns, who signed the above contract on behalf of said 
contractor, was then its president; that said contract was duly signed for and in 
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behalf of said contractor by authority of its governing body and is within the 
scope of its corporate powers. 


CHESTER GULLIKSON, Secretary. 


[SEAL] 


Schedule MRB-F1 
Unitrep States DEPARTMENT OF THE INTERIOR 


BUREAT 





OF RECLAMATION 


Missourt River Bastin PROJECT 


Interim Schedule of Rates for Wholesale Firm Power Service 


Effective 
April 1, 1950. 


Available 


In the area generally described as North and South Dakota, central and 
eastern Nebraska, western Iowa, and western Minnesota. 


Applicable 

To wholesale power customers for light and power service supplied through 1 
meter at 1 point of delivery. Not applicable to standby or auxiliary service or 
to the sale of dump energy. 

Character and conditions of service 

Alternating current, 60 cycles, 3-phase, normally delivered and metered at the 
low-voltage side of substation. 
Monthly rate 

Demand charge.—$0.75 per kilowatt of billing demand. 

Energy charge.—First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kilowatt-hour. Balance of energy used at 3.0 mills per kilowatt-hour. 
Minimum bill 

$1 per month per kilowatt of contract rate of delivery. 


Billing demand 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


Adjustments 


For character and conditions of service.—If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, 5 percent discount 
will be allowed on the demand and energy charges. 

For transformer losses.—If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will be 
increased 2 percent to compensate for transformer losses. 

For power factor.—None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Effective June 10, 1952 


Unirep States DEPARTMENT OF THE INTERIOR 





BUREAU 





OF RECLAMATION 
GENERAL Power Contract PROVISIONS 


A. Characteristics of power and energy 


Electric energy supplied hereunder will be 3-phase, alternating current, at a 
nominal frequency of 60 cycles per second. 


B. Delivery of energy in excess of contract obligation 


The contractor may from time to time, in the absence of objection by the con- 
tracting officer, use energy at rates greater than the contract rate of delivery in 
effect for each type of service provided for in this contract, but such greater use 
shall not be deemed to establish in the contractor any right thereto and the con- 
tractor shall cease any such greater use whenever and for the periods of time 
requested by the contracting officer. 
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Continuity of electric service to be furnished 

The electric service, unless otherwise specified, will be furnished continuously 
except (1) for interruptions or reductions due to uncontrollable forces, as defined 
herein; (2) for interruptions or reductions due to operation of devices installed 
for power-system protection; and (3) for temporary interruptions or reductions, 
which, in the opinion of the contracting officer, are necessary or desirable for the 
purposes of maintenance, repairs, replacements, installation of equipment, or 
investigation and insepction The United States, except in case of emergency 
as determined by the contracting officer, will give the contractor reasonable 
advance notice of such temporary interruptions or reductions and will remove 
the cause thereof with diligence 


D. Multiple points of delivery 

When electric service is furnished at two or more points of delivery under the 
same schedule of rates, said schedule of rates shall apply separately to the service 
supplied at each point of delivery. 


E. Uncontrollable forces 

Neither party shall be considered to be in default in respect to any obligation 
hereunder, if prevented from fulfilling such obligation by reason of uncontrollable 
forces, the term uncontrollable forces being deemed for the purpose of this con- 
tract to mean any cause beyond the control of the party affected, including, but 
not limited to, failure of facilities, flood, earthquake, storm, fire, lightning, epi- 
demic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint by 
court or public authority, which by exercise of due diligence and foresight such 
party could not reasonably have been expected to avoid. Either party rendered 
unable to fulfill any obligation by reason of uncontrollable forces shall exercise 
due diligence to remove such inability with all reasonable dispatch. 


F’. Modification of rates 

The rate schedule specified in this contract shall be subject to successive 
modification by the United States through the promulgation of superseding rate 
schedules. If at any time the United Staves promulgates a rate schedule super- 
seding the rate schedule then in effect under this contract, it will promptly notify 
the contractor thereof. Said superseding rate schedule, as of its effective date, 
shall become effective as to this contract unless the contractor, by notice in 
writing given to the contracting officer within 60 days after notice to it by the 
United States of promulgation of said superseding rate schedule, shall elect to 
terminate this contract effective as of such date not more than 3 years subsequent 
thereto as the contractor shall therein specify. In the event of such termination, 
said superseding rate schedule shall not be effective during the period of the 
remaining unexpired term of this contract or during a period of 2 years from the 
date of notice to the contractor of the promulgation of said superseding rate 
schedule, whichever period is the shorter 


G. Billings and payments 

The United States will submit bills to the contractor on or before the 10th 
day of each month for electric service furnished during the preceding month, 
and payments will be due and payable by the contractor on the Ist day of the 
month immediately succeeding the date each bill is submitted. 


H, Nonpayment of bills 

If the contractor fails to pay any bill when due an interest charge of 1 percent 
of the amount unpaid shall be added thereto as liquidated damages, and there- 
after, as further liquidated damages, an additional interest charge of one-half of 
1 percent of the principal sum unpaid shall be added on the first day of each 
succeeding calendar month until the amount due, including interest, is paid in 
full. The United States shall have the right upon not less than 15 days’ advance 
written notice to discontinue furnishing electric service to the contractor for non- 
payment of bills and to refuse to resume same so long as any part of the amount 
due remains unpaid. Such a discontinuance of electric service will not relieve 
the contractor of liability for the minimum charge during the time electric service 
is so discontinued. The rights given herein to the United States shall be in addi- 
tion to all other remedies available to the United States, either at law or in equity, 
for the breach of any of the provisions hereof. 
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I. Adjustments for fractional billing period 


(a) For a fractional part of a billing period at the beginning or end of service, 
and for fractional periods due to withdrawals of service, the demand charge, the 
kilowatt-hour blocks of the energy charge, and the minimum bill shall each be 
proportionately adjusted in the ratio that the number of hours that electric service 
is furnished to the contractor in such fractional billing period bears to the total 
number of hours in the billing period involved. 

(b) Whenever irrigation and/or drainage pumping service is supplied under 
this contract, adjustments in the demand charge and in the kilowatt-hour blocks 
of the energy charge as applicable, and in the minimum charge of the rate schedule 
under which service is supplied, shall be made for the fractional part of the billing 
period at the beginning and end of pumping service in each year in like manner 
as is provided for in section (a) of this article. If pumping service is supplied 
in conjunction with service for other purposes and is not metered separately, the 
billing demand for pumping service shall be considered to be the difference be- 
tween the highest 30-minute integrated demand measured during the billing period 
and the contract rate of delivery for firm power. 


J. Adjustments for interruptions to service 


Should the delivery of electric energy be interrupted or curtailed because of 
conditions on the power system of the United States, which system for purpose 
of adjustments hereunder shall include transmission facilities utilized but not 
owned by the United States, below the contract rate of delivery for the affected 
type of service provided for in this contract or below the rate of delivery required 
by the contractor at the time of such reduction, whichever is the lesser, for a 
period or periods of 1 hour or longer in duration each, the total number of hours 
of curtailed service in any billing period shall be determined by adding the sum 
of the number of hours of interrupted service to the product of the number of 
hours of reduced service multiplied by the percentage of said reduction below 
said contract rate of delivery or below the rate of delivery required by the con- 
tractor at the time of such reduction, whichever is the lesser. The demand charge, 
the kilowatt-hour blocks of the energy charge, and the minimum bill shall each 
be proportionately adjusted in the ratio that the total number of hours of such 
curtailed service as herein determined bears to the total number of hours in the 
billing period involved. The contractor shall make written claim, within 30 days 
after receiving the monthly bill, for adjustment on account of any curtailment to 
service, for a period or periods of 1 hour or longer in duration each, alleged to 
have occurred and which is not reflected in such bill. Failure to make such written 
claim, within said 30-day period, shall constitute a waiver thereof. All curtail- 
ments to service, for any reason whatsoever, which are due to conditions on the 
power system of the United States, shall be subject to the provisions of this article 
and the contractor shall be limited in its remedy to the relief granted by this 
article. 


K. Measurement of electric power and energy 


The total electric power and energy delivered to the contractor will be measured 
by metering equipment to be furnished and maintained by the United States. 
The meter or meters shall be sealed and the seals shall be broken only upon occa- 
sions when the meters are to be inspected, tested, or adjusted, and representatives 
of the contractor shall be afforded reasonable opportunity to be present upon 
such occasions. The meter or meters shall be tested at least once each year by 
the United States and at any reasonable time upon request therefor by either 
party. Any metering equipment found to be defective or inaccurate shall be 
repaired and readjusted or replaced. Should any meter fail to register, the electric 

ower and energy delivered during such period of failure to register shall, for 
Pinling purposes, be estimated by the contracting officer from the best information 
available. 


L. Corrections for inaccurate meters 


If any of the meter tests provided for herein discloses that the error of any 
meter or meters exceeds 2 percent, correction based upon the inaccuracy found 
shall be made of the records of electric service furnished since the beginning of 
the monthly billing period immediately preceding the billing period during which 
the test was made; Provided, That no correction shall be made for a longer period 
than such inaccuracy may be determined by the contracting officer to have 
existed. Any correction in billing resulting from such correction in meter records 
shall be made in the next monthly bill rendered by the United States to the con- 
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tractor, and such correction when made shall constitute full adjustment of any 
claim between the parties hereto arising out of such inaccuracy of meters. 


M. Power factor 


While the contractor will normally be required to maintain the power factor 
as stated in the rate schedule then in effect under this contract, the contractor 
will be permitted to operate at a lower power factor when conditions are such, 
as determined by the contracting officer, that a lower power factor will not prevent 
the United States from making full use of its available generating and transmission 
facilities. 

N. Cooperation of contracting parties 


(a) If in the maintenance of their respective power systems and/or electrica 
equipment and the utilization thereof for the purposes of this contract, it becomes 
necessary by reason of any emergency or extraordinary condition for either party 
to request the other to furnish personnel, materials, tools, and equipment for the 
accomplishment thereof, the party so requested shall cooperate with the other 
and render such assistance as the party so requested may determine to be avail- 
able. The party making such request, upon receipt of properly itemized bills 
from the other party, shall reimburse the party rendering such assistance for all 
costs properly and reasonably incurred by it in such performance, ineluding not 
to exceed 10 percent thereof for administrative and general expenses, such costs 
to be determined on the basis of current charges or rates used in its own operations 
by the party rendering assistance. 

(b) No laborer or mechanic, in the employ of the contractor, doing any part of 
the work congemplated by this article, shall be required or permitted to work 
more than 8 hours in any 1 calendar day upon such work at the site thereof, 
except upon the condition that compensation is paid to such laborer or mechanic 
in accordance with the provisions of this article. The wages of every laborer 
and mechanic employed by the contractor in the performance of any part of the 
work contemplated by this article shall be computed on a basic day rate of 8 
hours per day and work in excess of 8 hours per day is permitted only upon the 
condition that every such laborer and mechanic shall be compensated for all 
hours worked in excess of 8 hours per day at not less than 1% times the basic rate 
of pay. For each violation of the requirements of this article a penalty of $5 
shall be imposed upon the contractor for each laborer or mechanic for every 
calendar day in which such employee is required or permitted to labor more than 
8 hours upon said work without receiving compensation computed in accordance 
with this article, and all penalties thus imposed shall be withheld for the use and 
benefit of the United States; Provided, That this stipulation shall be subject in 
all respects to the exceptions and provisions of United States Code, title 40, 
sections 321, 324, 325, 325a, and 326 relating to hours of labor and to compensation 
for overtime. 


O. Provisions relative to employment 


(a) The contractor shall not discriminate against any employee or applicant 
for employment because of race, creed, color, or national origin, and shall require 
an identical provision to be included in all subcontracts; Provided, however, That 
this clause does not refer to, extend to or cover the business or activities of the 
contractor which are not related to or involved in the performance of any part 
of the work contemplated by this contract. 

(b) In the performance of any part of the work contemplated by this contract, 
the contractor shall not employ any person undergoing sentence of imprisonment 
at hard labor. 


P, Transfer of interest in contract by contractor 


No voluntary transfer of this contract or of the rights of the contractor here- 
under shall be made without the written approval of the Secretary of the Interior: 
Provided, That if the contractor operates a project financed in whole or in part 
by the Rural Electrification Administration the contractor may transfer or 
assign its interest in the contract to the Rural Electrification Administration or 
any other department or agency of the Federal Government without such written 
approval: Provided further, That any successor to or assignee of the rights of the 
contractor, whether by voluntary transfer, judicial sale, foreclosure sale, or 
otherwise, shall be subject to all the provisions and conditions of this contract 
to the same extent as though such successor or assignee were the original con- 
tractor hereunder; and, Provided further, That the execution of a mortgage or 
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trust deed, or judicial or foreclosure sales made thereunder, shall not be deemed 
voluntary transfers within the meaning of this article. 


Q. Assignment of industrial contract by the United States 


When the contractor hereunder is denominated an industrial customer, the 
United States may transfer and assign this contract at any time without the 
consent of the contractor to any public body or cooperative engaged in the 
business of distributing electric power and energy purchased at wholesale from 
the United States if such assignee agrees to take over and assume all the rights, 
duties, and obligations of the United States under this contract. Whenever a 
transfer or assignment of this contract is made by the United States to a public 
body or cooperative pursuant thereto, such transfer or assignment shall be and 
constitute a novation and thereafter the United States shall be relieved of all 
liability under said contract and under said assignment and the contractor shall 
look solely to the assignee for performance of this contract. 

R. Contract subject to Colorado River compact 

Where the energy sold hereunder is generated from waters of the Colorado 
River system, this contract is made upon the express condition and with the 
express covenant that all rights hereunder shall be subject to and controlled by 
the Colorado River compact approved by section 13 (a) of the Boulder Canyon 
Project Act of December 21, 1928 (45 Stat. 1057), and the parties hereto shall 
observe and be subject to and controlled by said Colorado River compact in 
the construction, management, and operation of the dams, reservoirs, and power- 
plants from which electrical energy is to be furnished by the United States to 
the contractor hereunder, and in the storage, diversion, delivery, and use of water 
for the generation of electrical energy to be delivered by the United States to 
the contractor hereunder 
S. Waivers 

Any waiver at any time by either party hereto of its rights with respect to a 
default or any other matter arising in connection with this contract shall not be 
deemed to be a waiver with respect to any subsequent default or matter. 

T. Notices 

Any notice, demand, or request required or authorized by this contract shall 
be deemed properly given if mailed, postage prepaid, to the contracting officer 
at the address shown on the signature page hereof, on behalf of the United States, 
except where otherwise herein specifically provided, and to the officer signing for 
the contractor at the address shown on the signature page hereof, on behalf of 
the contractor. The designation of the person to be notified or the address of 
such person may be changed at any time by similar notice. 


U. Contingent upon appropriations 


Where the operations of this contract extend beyond the current fiscal year, 
the contract is made contingent upon Congress making the necessary appropria- 
tion for expenditures hereunder after such current year shall have expired. In 
cash such appropriation as may be necessary to carry out this contract is not 
made, the contractor hereby releases the United States from all liability due to 
the failure of Congress to make such appropriation. 


V. Officials not to benefit 

No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 


W. Covenant against contingent fees 


The contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee. Breach of this warranty shall give the United States the 
right to annul the contract or, in its discretion, to deduct from the contract price 
or consideration the amount of such commission, percentage, brokerage, or con- 
tingent fees. This warranty shall not apply to commissions payable by con- 
tractors upon contracts or sales secured or made through bona fide established 
commercial or selling agencies maintained by the contractor for the purpose of 
securing business, 
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Form ADM-83A 
(9-49) 
Unitep States DEPARTMENT OF AGRICULTURE 


RURAL ELECTRIFICATION ADMINISTRATION 


REA project, South Dakota 21 Brown, the within wholesale power contract 
with Bureau of Reclamation (Claremont, Ferney, Mansfield), submitted by the 
borrower pursuant to the terms of the loan contract for the above-designated 
project, is hereby approved solely for the purposes of such loan contract. 

RicGs SHEPPERD, 
For CraupE R. Wickarp, Administrator. 

Dated: December 10, 1952. 

Contract No. I79r-1805 


Exurpir B 
CONFORMED Copy 
Unitrep StvaTEs DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Missourt River Bastin Prosect, Souta DAKora 


Contract for Transmission Service With East River Electric Power Cooperative, 
Inc. 


1. This contract, made this 18th day of December, 1950, in pursuance of the act 
of Congress approved June 17, 1902 (32 Stat. 388), the act of Congress approved 
December 22, 1944 (58 Stat. 887), and acts amendatory thereof or supplementary 
thereto, between the United States of America, hereinafter called the United 
States, represented by the officer executing this contract, his duly appointed 
successor, or his duly authorized representative, hereinafter called the contract- 
ing officer, and East River Electric Power Cooperative, Inc., Sioux Falls, §. Dak., 
a corporation duly organized, created and existing under and by virtue of the laws 
of the State of South Dakota, hereinafter called the contractor, its successors and 
assigns, 

Witnesseth: 

2. Whereas the United States is planning the construction of units of the author- 
ized Missouri River Basin project and particularly certain transmission facilities 
substantially as described in exhibit A, attached hereto and made a part hereof, 
and is willing to grant the contractor a license for the use of such facilities in 
transmitting electric power and energy to its members hereinafter described when 
said facilities are completed and until power becomes available from the Fort 
Randall powerplant of the United States; and 

3. Whereas the contractor is a nonprofit cooperative organization composed 
of 21 member cooperatives, as listed in exhibit B attached hereto and made a 
part hereof, hereinafter referred to as members, and contemplates the operation 
of a cooperative project which will be financed in whole or in part by the Rural 
Electrification Administration of the United States; and 

4. Whereas the contractor has applied for a loan from the United States of 
America, acting through the Administrator of the Rural Electrification Adminis- 
tration (hereinafter referred to as REA), for the construction of certain electric 
transmission facilities substantially as described in exhibit C, attached hereto and 
made a part hereof, for use in delivering power and energy to the members of the 
contractor, and is willing to grant the United States a license for the use of said 
facilities after power becomes available from the Fort Randall powerplant of the 
United States; and 

5. Whereas the United States is willing to supply the power and energy require- 
ments of the contractor's members listed in exhibit B exclusively by means of 
the license granted to the United States for the use of the contractor’s transmis- 
sion lines, provided the contractor grants the United States the right at its option 
to purchase the contractor’s transmission system. 

6. Now, therefore, in consideration of the mutual covenants herein set forth, 
the parties hereto agree as follows: 
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PART 






1. LICENSE TO CONTRACTOR TO TRANSMIT ELECTRIC 


OVER TRANSMISSION FACILITIES OF THE 


POWER AND ENERGY 
UNITED STATES 





Construction and operation by the United States 

7. (a) The United States will acquire, construct, or install as rapidly as prac- 
ticable: 

(1) Certain substations and certain 115,000-volt transmission lines, described 
and located substantially as set forth in exhibit A and subject to the conditions 
thereon enumerated, and related equipment reqiured for operation of said lines 
and related facilities. 

(2) Metering equipment at or near all points where power is delivered to 
members of the contractor. 

(h) The United States will operate and maintain said facilities during the term 
of the license granted by the United States under article 8 hereof. 


Grant of license to contractor 


8. The United States hereby grants the contractor a license to transmit electric 
power and energy over the transmission system described in article 7 subject to 
the following conditions: 

(1) During the term of this license the United States will operate its transmission 
system at 69,000 volts, or, as soon as practicable after being requested by the con- 
tractor in writing, at 115,000 volts, so as to facilitate to the greatest extent feasible 
the transmission of electric power and energy by the contractor under said license 
in accordance with operating schedules prepared by the parties. 

(2) The United States reserves the right to use its transmission system for its 
own purposes or to license its use by others to any extent that does not unreason- 
ably interfere with the transmission of power and energy by the contractor. 

(3) Said license shall include the use of all facilities of the United States, includ- 
ing transforming, switching, control, and protective equipment, necessary or used 
in the transmission and delivery of said electric power and energy. 

(4) Said license shall be limited to the transmission of electric power and energy 
by the contractor for service to its members listed in exhibit B. ' 
Effective period of license 

9. The license to the contractor shall become effective as of the date of initial 
service as hereinafter defined and shall terminate when the Fort Randall power- 
plant of the United States is in commercial operation and the United States is 
ready to furnish service to all the members of the contractor listed in exhibit B in 
accordance with the contracts tendered to members as hereinafter contemplated 
in article 18. The United States will give the contractor written notice of the 
date on which the United States is ready to furnish such service. 





















Electric energy to be transmitted 


10. (a) The contractor, under the terms and conditions stipulated herein, will 
furnish at or near Sioux Falls, 8. Dak., or at other points on the system of the 
United States as may be agreed upon by written supplement hereto, the electric 
power and energy to be transmitted under the license herein granted. 

(b) Said electric power and energy will be furnished for transmission as three- 
phase, alternating current, at a frequency of 60 cycles per second, and at the 
nominal operating voltage of the system of the United States. The power and 
energy transmitted will be taken from the system of the United States at the 
nominal delivery voltage of the transmission line, or at the nominal voltages 
available at the substations of the United States referred to in article 7. 


Compensation to the United States 


11. (a) The contractor after the date of initial service as hereinafter defined 
shall compensate the United States monthly for the license granted by the United 
States to the contractor hereunder according to the following formula: 

( F F ae 
04913557 Ly) + (As 1/12 105415658 L,) 

100,000 C 
Where A;= Transmission iine operation and maintenance expenses= $6.75 per 
mile of 115-kilovolt transmission line construction. 
T= Total actual cost to the United States of transmission lines. 
l,;=Use of transmission line capacity=maximum simultaneous 30 
minute integrated power input in kilowatts by the contractor into 
the transmission system of the United States in the month. 


Monthly compensation= (A, 1/12 
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A,=Substation operation and maintenance expenses=$.025 per kilo- 
volt-ampere of total capacity installed in substations of the United 
States used by the contractor; Provided, That, for any substation 
where transformers are not energized, the monthly operation and 
maintenance cost shall be $25 per circuit breaker installed in such 
substation. 








Where A! 


S= Total actual cost to the United States of substations used by the 
contractor but excluding therefrom the cost of transformers not 
energized. 

C= Rated planned capacity at 90 percent power factor of transformers 
in substations of the United States licensed to the contractor pur- 
suant to article 8 hereof. 

I?= Use of substation capacity=sum of maximum noncoincidental 30 
minute integrated power deliveries in kilowatts by the contractor 
to its members in the month through substations of the United 
States. 

The above formula shall be appropriately adjusted for fractional billing periods 
at the beginning and end of the effective period of the license granted to the 
contractor hereunder, and shall also be appropriately adjusted in the event the 
contractor under the license granted in article 8 uses only a portion of the total 
transmission lines and substations of the United States referred to in article 7. 

(b) In the event that the United States licenses parties other than the contractor 
to use the transmission lines and substations of the United States referred to in 
article 7, or uses such facilities for its own loads, the respective operation and 
maintenance expenses as set forth in the formula in section (a) of this article shall 
be apportioned to each licensee and the United States in the proportions that each 
licensee’s and the United States’ use of transmission lines and substations bears 
to the total use of transmission lines and substations. 





























Billings and payments 

12. The United States will submit bills to the contractor on or before the 10th 
day of each month for the amount due the United States as compensation for use 
of the licensed facilities during the preceding month, and payments will be due 
and payable by the contractor on the Ist day of the month immediately succeeding 
the date each bill is submitted 









Nonpayment of bills 

13. If the contractor fails to pay any bill when due an interest charge of 1 
percent of the amount unpaid shall be added thereto as liquidated damages, and 
thereafter, as further liquidated damages, an additional interest charge of \% of 
1 percent of the principal sum unpaid shall be added on the Ist day of each suc- 
ceeding calendar month until the amount due, including interest, is paid in full. 
The United States shall have the right upon not less than 15 days advance written 
notice to suspend the license to the contractor hereunder for nonpayment of bills 
and to refuse to revoke the suspension so long as any part of the amount due 
remains unpaid. The rights given herein to the United States shall be in addition 
to all other remedies available to the United States, either at law or in equity, 
for the breach of any of the provisions hereof. 


























PART 2. LICENSE TO THE UNITED STATES TO TRANSMIT ELECTRIC POWER AND 
ENERGY OVER THE CONTRACTOR’S ELECTRIC TRANSMISSION LINES 









Construction by the contractor 

14. The contractor will acquire, construct, and install as rapidly as practicable, 
the transmission lines, substations, and related equipment described and located 
substantially as set forth in exhibit C. 






Grant of license to the United States 

15. The contractor hereby grants the United States a license to transmit 
electric power and energy over the transmission lines of the contractor, now or 
hereafter existing, including but not limited to the transmission lines provided 
for in article 14 hereof, to the unrestricted extent necessary to deliver electric 
service to the members of the contractor listed in exhibit B and, to the extent the 
contractor has available excess capacity in its transmission lines as determined 
by the contractor, to deliver electric service to the United States and/or other 
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customers of the United States. Said license shall become effective upon the 
expiration of the contractor’s license under part one hereof and shall continue in 
effect for the term of this contract. Said license shall include the use of all facili- 
ties of the contractor, including transforming, switching, control, and protective 
equipment, necessary or used in the transmission and delivery of said electric 
power and energy, excluding, however, substations having transformers with a 
low voltage side of less than a nominal voltage of 34,500 volts. 


Electric energy to be transmitted 

16. (a) The United States, under said license and under the terms and condi- 
tions stipulated herein, will furnish at and transmit from the point or points of 
interconnection of the transmission system of the United States and the trans- 
mission lines of the contractor, the electric power and energy required for the 
United States and/or its customers. 

bh) Said electric power and energy will be furnished as 3-phase, alternating 
current, at afrequency of 60 cycles per second, and at the nominal delivery voltages 
of the United States at the points of interconnection of the systems of the con- 
tractor and the United States. The eleetric power and energy will be so furnished 
and delivered in such amounts and at such rates of delivery as are from time to 
time required for transmission to the United States and/or its customers, subject 
to the limitations provided in article 15. 


Payment of transmission license fee 

17. The United States will compensate the contractor for the exercise of its 
license to transmit electric power and energy over the electric transmission lines 
of the contractor at the rate of 1 mill for each kilowatt-hour delivered by the 
United States to itself and/or its customers from the transmission lines of the 
eontractor. The contractor shall render an itemized bill for the transmission 
license fee due from the United States not later than 10 days after receipt from 
the United States of the information as to the amounts transmitted, that is 
required for its preparation, and such bill shall be due and payable as soon after 
receipt thereof as the necessary vouchers can be prepared. 


Firm power service by the United States for contractor's members 


18. The United States, prior to the time when power is available from the 
Fort Randall powerplant, will tender to the contractor’s members listed in exhibit 
B contracts for the sale of power to be available from the Missouri River Basin 
project when the Fort Randall powerplant is in operation. Such contracts shall 
provide for the furnishing of electric service by the United States to said con- 
tractor’s members in amounts requested by each such member up to a maximum 
aggregate amount of 34,500 kilowatts for all such contracts combined: Provided, 
That nothing herein contained shall prevent the United States from contracting 
for amounts in excess of said maximum aggregate amount if power therefor is 
available as determined by the contracting officer; and Provided further, That the 
United States will not be obligated to contract to deliver electric service at any 
point in excess of the capability of the facilities of the United States and of the 
contractor licensed to the United States to deliver power at said point. Said 
contracts as offered by the United States shall be in accordance with the then 
established policies of the Bureau of Reclamation as to terms and conditions for 
the sale of power from the Missouri River Basin project. 


Measurement of electric power and energy 


19. The total electric power and energy transmitted over the lines of the 
contractor will be measured by metering equipment to be furnished and main- 
tained by the United States. The meters shall be sealed and the seals shall be 
broken only upon occasions when the meters are to be inspected, tested, or 
adjusted, and representatives of the contractor shall be afforded reasonable 
opportunity to be present upon such occasions. The meter or meters shall be 
tested at least once each year by the United States and at any reasonable time 
upon request therefor by either party. Any metering equipment found to be 
defective or inaccurate shall be repaired and readjusted or replaced. Should 
any meter fail to register, the electric power and energy transmitted during such 
period of failure to register shall, for billing purposes, be estimated by the con- 
tracting officer from the best information available. 


Corrections for inaccurate meters 

20. If any of the meter tests provided for herein discloses that the error of 
any meter or meters exceeds 2 percent, correction based upon the inaccuracy 
found shall be made of the records of the transmission service furnished since 
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the beginning of the monthly billing period immediately preceding the billing 
period during which the test was made: Provided, That no correction shall be made 
for a longer period than such inaccuracy may be determined by the contracting 
officer to have existed. Any correction in billing resulting from such correction 
in meter records shall be made in the next monthly bill, and such correction when 
made shall constitute full adjustment of any claim between the parties hereto 
arising out of such inaccuracy of meters. 


Option to purchase contractor's electric transmission system 

21. (a) The United States shall deliver electric service to the members of the 
contractor listed in exhibit B only under and by means of the license granted to 
the United States in article 15 hereof. 

(b) The United States at its sole option may, at any time during the life of 
this contract, upon giving the contractor at least 6 months’ prio: written notice, 
purchase the contractor's electric transmission system, consisting of those certain 
transmission lines, substations, and appurtenant facilities, including rights-of-way, 
together with transportation equipment and tools used in connection therewith, 
which have been constructed or acquired by the contractor pursuant to article 
14 hereof and which are subject to that certain mortgage between the contractor 
and REA, dated November 15, 1950, a copy of which is attached hereto and 
made a part hereof as exhibit D, upon the following terms and conditions: 

1) The purchase price shall be determined as of the date of purchase of 
property by use of the formula: 


. T—B BY Mish “aed, | 
c+(Dx i. )— (Ax) =purehas price, 


Where C= Original cost of facilities, including intangible plant, plus or minus 
the amount by which the cost to the contractor of facilities acquired 
by purchase differs from the original cost thereof. Original cost, as 
used herein, shall mean the cost of such property to the person first 
devoting it to service. 

D= Retirements and replacements of property as represented by debits 
to reserves for depreciation. 

T=The sum of the amount required for payment of all expenses of 
doing business, including accrued expenses, which require a cash 
outlay, plus the retirements and replacements of property as repre- 
sented by debits to reserves for depreciation, plus loan amorti- 
zation payments paid and due and payable on the notes of the 
contractor held by the REA which are secured by the mortgage 
described in exhibit D hereof, and which are applicable to the 
»sroperty referred to in article 14 hereof. 

B=Total payments made to the contractor by the United States as 
transmission license fees under article 17 hereof; provided however, 
that this factor shall not be greater than factor 7 

‘A=Loan amortization payments paid and due and payable on the notes 
of the contractor, held by REA which are secured by the mortgage 
described in exhibit D hereof, and which are applicable to the 
property referred to in article 14 hereof. 

(2) In no event shall the purchase price to be paid by the United States for 
said transmission system be less than the unpaid balance of the contractor’s loan 
from REA, as evidenced by the unpaid notes of the contractor which are secured 
by the mortgage described in exhibit D, and which are applicable to the property 
referred to in article 14 hereof, less working capital established from funds 
advanced on account of such notes. 

(3) The purchase price established under subsections (6) (1) or (6) (2) above 
shall be increased by an amount equal to the cost of such materials and supplies, 
if any, usable in connection with said transmission system as the contractor may 
transfer to the United States on the date of purchase hereunder. 

(c) Transmission lines, substations, and related equipment constructed or 
acquired by the contractor which are additional to the transmission system 
provided for in article 14 hereof, and which exceed in cost $10,000 for each such 
addition, shall not constitute a part of the transmission system to be purchased 
hereunder by the United States nor shall REA loans to the contractor for the 
purpose thereof be included within the purview of this contract, except and to 
the extent that the parties hereto shall otherwise agree by written supplement to 
this contract. 
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(d) The contractor shall keep its books of accounts according to the system 
of accounts prescribed for public utilities and licensees by the Federal Power 
Commission or according to the system of accounts prescribed by the REA for 
its borrowers. 

(e) Should the United States exercise its option to purchase the transmission 
system of the contractor under the provisions of this article, the contractor will 
convey good and marketable title to the properties comprising said transmission 
system, free and clear of all encumbrances, to the United States upon payment 
of the purchase price. If the contractor, for any reason, is unable at that time 
to convey to the United States such good and marketable title, free and clear of 
all encumbrances, then, in addition to such other remedies as may be available 
to the United States, the obligation of the United States under section (a) of this 
article to deliver electric service to the members of the contractor only under and 
by means of the license granted in article 15 hereof shall terminate forthwith. 

(f) In consideration of the benefits conferred upon the REA under this con- 
tract, the Administrator of REA hereby agrees on its behalf and for and on behalf 
of its successors in interest or assigns, as evidenced by the Administrator’s approval 
of this contract as hereinafter provided for, to release and discharge the properties 
comprising the transmission system to be purchased pursuant to the provisions 
of this article from the lien of its mortgage described in exhibit D hereof, and 
from the lien of any instrument hereafter executed and delivered by the con- 
tractor to REA to secure any loan or loans made by REA to the contractor, upon 
the payment by the United States to the contractor of the purchase price provided 
for in this article and the application thereof by the contractor to its indebtedness 
to REA on the notes referred to in exhibit D which are applicable to the property 
referred to in article 14 hereof. 

(g) Should the United States purchase the transmission system of the con- 
tractor under the provisions of this article, this contract shall terminate as of the 
date of such purchase. 
PART 


3. GENERAL 





PROVISIONS 


Control and maintenance of electric transmission lines 


22. (a) The electric transmission facilities of the contractor and of the United 


States shall at all times be and remain in the exclusive possession and control of 
their respective owners and, subject to the provisions of article 21, this agreement 
shall not be construed to grant to either party any rights of ownership in or posses- 
sion of the electric transmission facilities of the other party. Each party shall 
operate and maintain its electric transmission facilities in good and satisfactory 
operating condition. 

(6) Each party hereto shall install, maintain, and operate as a part of its own 
electric facilities such proper service protective equipment as electrical engineering 
practices recognize as necessary and efficient for the purpose of clearing and pro- 
tecting against faults, grounds, and other types of electrical disturbances that 
originate upon its own power system. 

Cooperation of contracting parties 

23. (a) If, in the maintenance of their respective power systems and/or electrical 
equipment and the utilization thereof for the purposes of this contract, it becomes 
necessary by reason of any emergency or extraordinary condition for either party 
to request the other to furnish personnel, materials, tools, and equipment for the 
accomplishment thereof, the party so requested shall cooperate with the other and 
render such assistance as the party so requested may determine to be available. 
The party making such request, upon receipt of properly itemized bills from the 
other party, shall reimburse the party rendering such assistance for all costs 
properly and reasonably incurred by it in such performance, including not to 
exceed 10 percent thereof for administrative and general expenses, such costs to be 
determined on the basis of current charges or rates used in its own operations by 
the party rendering assistance. 

(b) No laborer or mechanic, in the employ of the contractor, doing any part 
of the work contemplated by this article, shall be required or permitted to work 
more than 8 hours in any 1 calendar day upon such work at the site thereof, 
except upon the condition that compensation is paid to such laborer or mechanic 
in accordance with the provisions of this article. The wages of every laborer 
and mechanic employed by the contractor in the performance of any part of the 
work contemplated by this article shall be computed on a basic day rate of 8 
hours per day and work in excess of 8 hours per day is permitted only upon the 
condition that every such laborer and mechanic shall be compensated for ali 
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hours worked in excess of 8 hours per day at not less than 1% times the basic 
rate of pay. For each violation of the requirements of this article a penalty of 
$5 shall be imposed upon the contractor for each laborer or mechanic for every 
calendar day in which such employee is required or permitted to labor more than 
8 hours upon said work without receiving compensation computed in accordance 
with this article, and all penalties thus imposed shall be withheld for the use and 
benefit of the United States: Provided, That this stipulation shall be subject in 
all respects to the exceptions and provisions of United States Code, title 40, sec- 
tions 321, 324, 325, 325a, and 326 relating to hours of labor and to compensation 
for overtime. 
Provisions relative to employment 

24. (a2) The contractor shall not discriminate against any employee or applicant 
for employment because of race, creed, color, or national origin, and shall require 
an identical provision to be included in all subcontracts; Provided, however, That 
this clause does not refer to, extend to or cover the business or activities of the 
contractor which are not related to or involved in the performance of any part 
of the work contemplated by this contract. 

(b) In the performance of any part of the work contemplated by this contract, 
the contractor shall not employ any person undergoing sentence of imprisonment 
at hard labor. 


Term of contract 

25. (a) This contract shall become effective upon the date of its execution and, 
subject to prior termination as otherwise herein provided for, shall remain in 
effect until midnight of December 31, 1985. 

(b) The date of initial service hereunder hereby is defined as the date upon 
which the facilities of the United States are first used by the contractor under 
the license granted in part 1 hereof. 


Transfer of interest in contract by contractor 

26. No voluntary transfer of this contract or of the rights of the contractor 
hereunder shall be made without the written approval of the Secretary of the 
Interior: Provided, That if the contractor operates a project financed in whole 
or in part by the Rural Electrification Administration the contractor may transfer 
or assign its interest in the contract to the Rural Electrification Administration 
or any other department or agency of the Federal Government without such 
written approval: Provided further, That any successor to or assignee of the rights 
of the contractor, whether by voluntary transfer, judicial sale, foreclosure sale, 
or otherwise, shall be subject to all the provisions and conditions of this contract 
to the same extent as though such successor or assignee were the original con- 
tractor hereunder; and, Provided further, That the execution of a mortgage or 
trust deed, or judicial or foreclosure sales made thereunder, shall not be deemed 
voluntary transfers within the meaning of this article. 


Uncontrollable forces 

27. Neither party shall be considered to be in default in respect to any obliga- 
tion hereunder, if prevented from fulfilling such obligation by reason of uncon- 
trollable forces, the term ‘‘uncontrollable forces’? being deemed for the purpose 
of this contract to mean any cause beyond the control of the party affected, includ- 
ing, but not limited to, failure of facilities, flood, earthquake, storm, lightning, 
fire, epidemic, war, riot, civil disturbance, labor disturbance, sabotage, and 
restraint by court or public authority, which by exercise of due diligence and 
foresight such party could not reasonably have been expected to avoid. Either 
party rendered unable to fulfill any obligation by reason of uncontrollable forces 
shall exercise due diligence to remove such inability with all reasonable dispatch, 


Waivers 

28. Any waiver at any time by either party hereto of its rights with respect to 
a default or any other matter arising in connection with this contract shall not 
be deemed to be a waiver with respect to any rubsequent default or matter. 


Notices 

29. Any notice, demand, or request required or authorized by this contract 
shall be deemed properly given if mailed, postage prepaid, to the contracting 
officer at the address shown on the signature page hereof, on bebalf of the United 
States, except where otherwise herein specifically provided, and to the officer 
signing for the contractor at the address shown on the signature page hereof, on 
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behalf of the contractor. The designation of the person to be notified or the 
address of such person may be changed at any time by similar notice. 


Contingent upon appropriations 

30. Where the operations of this contract extend beyond the current fiscal year, 
the contract is made contingent upon Congress making the necessary appropria- 
tion for expenditures hereunder after such current year shall have expired. In 
case such appropriation as may be necessary to carry out this contract is not 
made, the contractor bereby releases the United States from all liability due to 
the failure of Congress to make such appropriation. 
Officials not to benefit 

31. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of tnis contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benefit. 


Approval 
32. This contract shall not be binding upon the parties hereto until approved 
by the Administrator of the Rural Electrification Administration of the United 
States 
IN WITNESS WHEREOF, the parties hereto have caused this contract to be 
executed the day and vear first above written. 
THe Unrrep States or AMERICA, 
K. F. VERNON, 
Regional Director, Bureau of Reclamation, Box 2130, Billings, Mont. 
East River Evectrric Power Cooperative, INc., 
AtFrReD J. Pew, 
President, Sioux Falls, S. Dak. 
[CORPORATE SEAL] 
Attest: 
KENNETH Ho.vo, Secretary. 


CERTIFICATE 


I, Kenneth Holum, certify that I am the secretary of the East River Electric 
Power Cooperative, Inc., the corporation named as contractor herein; that 
Alfred J. Pew, who signed the above contract on behalf of said contractor, was 
thea its president; that said contract was duly signed for and in bebalf of said 
contractor by authority of its governing body and is within the scope of its 
corporate powers 

[SEAL] KENNETH Ho.tvum, 
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Exarsit B 


Members of the East River Electric Power Cooperative, Inc. (S. D. 48 Minnehaha) 


MNARPNDNNRNN 


REA designation 


33, Beadle 
27, Bon Homme 


32, Charles Mix 


». 3, Clay 


18, Clark 


39, Douglas 
17, Hamlin 
23, Sanborn 
30, Kingsbury 
20, Day 

7, Lincoln 

28, McCook 
21, Brown 

29, Hand 


12, Minnehaha 
34, Spink 

84, Traverse 
25, Aurora 


19, Turner 


6, Union 
16, Grant 


| Spink Electric Cooperative Associa- 


| Traverse Electric Cooperative, Inc_ .- 


Member cooperative name 
| 


Beadle Electric Cooperative, Inc 

Bon Homme-Yankton Electric Associ- 
ation, Inc. 

Charles Mix Electric Association, Inc 

Clay-Union Electric Corp | 

Codington-Clark Electric Coopera- 
tive, Inc. 

Douglas Electric Cooperative, Inc 

H-D Electric Cooperative, Inc > 

Intercounty Electric Association, Inc_-| 

Kingsbury Electric Cooperative, Inc__| 

Lake Region Electric Association, Inc 

Lincoln-Union Electric Co onl 

McCook Electric Cooperative, Inc 

Northern Electric Cooperative, Inc 

Ree Electric Cooperative Association, 
Inc 

Sioux Valley Empire Electric Associa- 
tion, Inc. 


| 
tion, Inc. | 


Tri-County Electric Association, Ine 

rurner-Hutchinson Electric Coopera- 
tive, Inc 

Union County Electric Cooperative 

Whetstone Valley Electric Coopera- 
tive, Inc. 





Member cooperative address 


| Huron, 8. Dak. 
| Tabor, 8. Dak. 


| Lake Andes, 8. Dak. 


Vermillion, 8. Dak. 
Watertown, S. Dak. 


Armour, 8. Dak. 
Clear Lake, 8. Dak. 
Mitchell, 8. Dak. 
De Smet, 8. Dak. 
Webster, 8. Dak. 
Alcester, S. Dak. 
Salem, 8. Dak. 
Aberdeen, 8. Dak. 
Miller, 8. Dak. 


Colman, 8. Dak. 
Redfield, 8. Dak. 
Wheaton, Minn. 
Plankinton, 8. Dak. 
Marion, S. Dak. 


Elk Point, S. Dak. 
Milbank, 8. Dak. 
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Exursit D 


Mortrocace Mape sy East River Evecrric Power Cooperative, INc., To 
Unrrep Srares or America, DalED As oF NOVEMBER 15, 1950 


Mortgage, dated as of November 15, 1950, made by East River Electric Power 
Cooperative, Inc. (hereinafter called the mortgagor), a cooperative, nonprofit, 
membership corporation organized and existing under the laws of the State of 
South Dakota, to United States of America (hereinafter sometimes called the 
mortgagee ). 

Whereas the mortgagor has determined to borrow funds from the mortgagee 
under and pursuant to the Rural Electrification Act of 1936, as amended, for its 
lawful corporate purposes and, to that end, has duly authorized and executed, 
and has delivered to the mortgagee, its mortgage note (hereinafter called the 
first note), to be secured by a mortgage in the terms hereof of the property herein- 
after described; and 

Whereas the first note is of even date herewith, is in the principal amount of 
$1 million, is payable to the order of United States of America at the United 
States Treasury, Washington, D. C., bears interest at the rate of 2 percent per 
annum, and provides for the accumulation of the interest accruing on the principal 
thereof for 5 years after the date thereof, and provides further for payments 
thereafter on the 25th day of March, June, September, and December in each 
vear, which payments will be in the amounts calculated to be sufficient to pay 
and discharge the principal of the first note and interest thereon within 35 years 
after the date thereof, at which time the unpaid principal of the first note and 
nterest thereon, if any, shall become due and payable; and 

Whereas it is contemplated that additional notes (hereinafter called the addi- 
tional notes) shall from time to time be executed and delivered by the mortgagor 
to United States of America to evidence loans made by United States of America 
to the mortgagor pursuant to the Rural Electrification Act of 1936, as from time 
to time amended (hereinafter called the act), or to evidence indebtedness incurred 
by the assumption by the mortgagor of the indebtedness of a third party or parties 
to United States of America created by a loan or loans theretofore made by 
United States of America to such third party or parties pursuant to the act or to 
the Emergency Relief Appropriation Act of 1935 (hereinafter called the Relief Act), 
and that from time to time the mortgagor may execute and deliver to the holder 
or holders of outstanding notes secured hereby, notes to refund such outstanding 
notes, or in renewal thereof, or in substitution therefor, all to be secured hereby 
the first note, the additional notes, and notes executed and delivered to refund, 
or in renewal of, or in substitution for, any note or notes at any time outstanding 
and secured hereby being hereinafter sometimes collectively called the notes) ; 

Now, therefore, this mortgage witnesseth that, in order to secure the payment 
of the principal of and interest on the notes, according to their tenor and effect, 
and further to secure the due performance of the covenants, agreements, and 
provisions contained in this mortgage and to declare the terms and conditions 
upon which the notes are to be secured, the mortgagor, in consideration of the 
premises, has executed and delivered this mortgage, and has granted, bargained, 
sold, conveyed, warranted, assigned. transferred, mortgaged, pledged and set 
over, and by these presents does hereby grant, bargain, sell, convey, warrant, 
assign, transfer, mortgage, pledge and set over, unto the mortgagee, and its 
assigns, all and singular the following-described property (hereinafter sometimes 
called the mortgaged property): 


I 


All right, title and interest of the mortgagor in and to the electric transmission 
and distribution lines and facilities proposed to be constructed or acquired by the 
mortgagor with the proceeds of the loans evidenced by the first note pursuant 
to a certain loan contract (hereinafter called the lean contract), between the 
mortgagor and the mortgagee, dated as of November 14, 1950, and to be located 
in the counties of Aurora, Beadle, Bon Homme, Brown, Brule, Charles Mix, Clay, 
Clark, Codington, Davidson, Day, Deuel, Douglas, Grant, Hamlin, Hand, 
Hanson, Hutchinson, Hyde, Jerauld, Kingsbury, Lincoln, Marshall, McCook, 
Miner, Minnehaha, Roberts, Sanborn, Spink, Turner, Union and Yankton, and 
in countries contiguous to any of the countries enumerated above in the State of 
South Dakota, and in and to all extensions and improvements thereof and addi- 
tions thereto, including all substations, service and connecting lines, poles, posts, 
crossarms, wires, cables, conduits, mains, pipes, tubes, transformer, insulators, 
meters, electrical connections, lamps, fuses, junction boxes, fixtures, applicances, 
machinery, tools, supplies, switching and other equipment, trucks and automobiles 
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and any and all other property of every nature and description, used or acquired 
for use by the mortgagor in connection therewith; and also all right, title, and 
interest of the mortgagor in and to any and all other electric transmission and 
distribution lines or systems and electric generating plants at any time or times 
hereafter constructed or acquired by the mortgagor, and all extensions and 
improvements thereof and additions thereto, together with any and all other 
property of every nature and description used or acquired for use by the mortgagor 
in connection therewith, wherever located in the above-mentioned State, in- 
cluding, without limitation, all property of the classes hereinabove listed; 


II 


All right, title, and interest of the mortgagor in, to, and under any and all grants, 
privileges, rights-of-way and easements now owned, held, leased, enjoyed or 
exercised, or which may hereafter be owned, held, leased, acquired, enjoyed or 
exercised by the mortgagor for the purposes of, and in connection with, the con- 
struction or operation by or on behalf of the mortgagor of electric transmission 
o1 distribution lines, or systems, whether underground or overhead or otherwise, 
or of any electric generating plant, wherever located in the above-mentioned 
State; 

iI 


All right, title and interest of the mortgagor in, to and under any and all 
licenses, franchises, ordinances, privileges, and permits heretofore granted, issued 
or executed, or which may hereafter be granted, issued or executed, to it or to its 
assignors by United States of America, or by any State, or by any county, town- 
ship, municipality, village or other political subdivision thereof, or by any 
agency, board, commission or department of any of the foregoing, authorizing 
the construction, acquisition, or operation of electric transmission or distribution 
lines, or systems, or any electric generating plant or plants in the above-men- 
tioned State, insofar as the same may by law be assigned, granted, bargained, 
sold, conveyed, transferred, mortgaged, or pledged; 


IV 


All rights, title, and interest of the mortgagor in, to, and under any and all 
contracts heretofore or hereafter executed by and between the mortgagor and 
any person, firm, or corporation providing for the purchase or exchange of electric 
energy by the mortgagor; 


V 


Also, all right, title, and interest of the mortgagor in and to all other property, 
real or personal, tangible or intangible, of every kind, nature and description, 
and whersoever situate, now owned or hereafter acquired by the mortgagor, it 
being the intention hereof that all such property acquired or held by the mort- 
gagor after the date hereof shall be as fully embraced within and subjected to the 
lien hereof as if the same were now owned by the mortgagor and were specifically 
described herein to the extent only, however, that the subjection of such property 
to the lien hereof shall not be contrary to law; 

Together with all rents, income, revenues, profits, and benefits at any time 
derived, received or had from any and all of the above-described property of the 
mortgagor. 

To have and to hold all and singular the mortgaged property unto the mort- 
gagee and its assigns forever, to secure equally and ratably the payment of the 
principal of and interest on the notes, according to their tenor and effect, without 
preference, priority or distinction as to lien or otherwise of any note over any 
other note by reason of the priority in time of the execution, delivery or maturity 
thereof or of the assignment or negotiation thereof, and to secure the due per- 
formance of the covenants, agreements and provisions herein contained, and for 
the uses and purposes and upon the terms, conditions, provisos, and agreements 
hereinafter expressed and declared. 


ARTICLE I. ADDITIONAL NOTES 


Section 1. The mortgagor, when authorized by resolution or resolutions of 
its board of directors, may from time to time execute and deliver to United States 
of America one or more additional notes. The mortgagor, when authorized by 
resolution or resolutions of its board of directors, may also from time to time 
execute and deliver one or more notes to refund any note or notes at the time 
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outstanding and secured hereby, or in renewal of, or in substitution for, any such 
outstanding note or notes. Additional notes and refunding, renewal, and sub- 
stituted notes shall contain such provisions and shall be executed and delivered 
upon such terms and conditions as the board of directors of the mortgagor in the 
resolution or resolutions authorizing the execution and delivery thereof shall 
prescribe; provided, however, that the notes at any one time secured hereby 
shall not exceed $20,000,000 in aggregate principal amouut, and no note shall 
mature more than 50 years after the date hereof. Additional notes and refund- 
ing, renewal and substituted notes, when and as executed and delivered, shall 
be secured by this mortgage, equally and ratably with all other notes at the time 
outstanding, without preference, priority, or distinction of any of the notes over 
any other of the notes by reason of the priority of the time of the execution, 
delivery or maturity thereof or of the assignment or negotiation thereof. 

Sec. 2. The mortgagor, when authorized by resolution or resolutions of its 
board of directors, may from time to time execute, acknowledge, deliver, record, 
and file mortgages supplemental to this mortgage which thereafter shall form a 
part hereof, for the purpose of formally confirming this mortgage as security for 
any additional note or notes or for any refunding, renewal or substituted note or 
notes executed and delivered by the mortgagor as herein provided. Nothing 
herein contained shall require the execution and delivery by the mortgagor of a 
supplemental mortgage in connection with the issuance hereunder or the securing 
hereby of additional notes or of refunding, renewal or substituted notes, except 
as hereinafter provided in section 13 of article II hereof. 


ARTICLE Il, PARTICULAR COVENANTS OF THE MORTGAGOR 


The mortgagor covenants with the mortgagee and the holders of notes secured 
hereby (hereinafter sometimes collectively called the ‘‘noteholders’’) and each 
of them, as follows: 

Section 1. The mortgagor is duly authorized under its articles of incorporation 
and bylaws and the laws of the State of its incorporation and all other applicable 
provisions of law to execute and deliver the first note and this mortgage and to 
execute and deliver additional notes and notes to refund, or in renewal of, or in 
substitution for, outstanding notes; and all corporate action on its part for the 
execution and delivery of the first note and of this mortgage has been duly and 
effectively taken; and the first note and this mortgage are the valid and enforceable 
obligations of the mortgagor in accordance with their respective terms. 

Sec. 2. The mortgagor warrants that it has good right and lawful authority te 
mortgage the property described in the granting clauses of this mortgage for the 
purposes herein expressed, and that the said property is free and clear of any deed 
of trust, mortgage, lien, charge, or encumbrance thereon or affecting the title 
thereto, except the lien of this mortgage and taxes or assessments not yet due. 
The mortgagor will, so long as any of the notes shall be outstanding, maintain and 
preserve the lien of this mortgage superior to all other liens affecting the mort- 
gaged property, and will forever warrant and defend the title to the property 
described as being mortgaged hereby to the mortgagee, against any and all claims 
and demands whatsoever. The mortgagor will promptly pay or discharge any 
and all obligations for or on account of which any such lien or charge might exist 
or could be created and any and all lawful taxes, rates, levies, assessments, liens, 
claims, or other charges imposed upon or accruing upon the mortgaged property, 
or any part thereof (whether taxed to the mortgagor or to any noteholder), or 
the franchises, earnings, or business of the mortgagor, as and when the same shall 
become due and payable; and whenever called upon so to do the mortgagor will 
furnish to the mortgagee or to any noteholder adequate proof of such payments 
or discharge. 

Sec. 3. Except to secure loans made by the mortgagee to the mortgagor, or to 
a third party or parties, the obligation of which is assumed by the mortgagor in 
the manner specified in the third whereas clause of this mortgage, the mortgagor 
will not, without the consent of the holder or holders of not less than a majority 
in principal amount of the notes at the time outstanding, charge, assign, pledge, 
mortgage or otherwise encumber any of its property, real or personal, tangible 
or intangible, wherever situate, which at the time is, or at any time may become, 
subject to the lien of this mortgage. 

Sec. 4. The mortgagor will duly and punctually pay the principal of and interest 
on the notes at the dates and places and in the manner provided therein, according 
to the true intent and meaning thereof, and all other sums becoming due hereunder. 
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Sec. 5. The mortgagor will at all times, so long as any of the notes shall be 
outstanding, take or cause to be taken all such action as from time to time may be 
necessary to preserve its corporate existence and to preserve and renew all fran- 
chises, rights of way, easements, permits, and licenses now or hereafter to it 
granted or upon it conferred, and will comply with all valid laws, ordinances, 
regulations, and requirements applicable to it or its property. The mortgagor 
will not, without the approval in writing of the holder or holders of not less than a 
majority in principal amount of the notes at the time outstanding, take or suffer 
to be taken any steps for reorganization or to consolidate with or merge into any 
other corporation or to sell, lease or transfer (o1 make any agreement therefor) 
the mortgaged property, or any part thereof. 

Sec. 6. The mortgagor will at all times maintain and preserve the mortgaged 
property and each and every part and parce! thereof in good repair, working order, 
and condition, and will from time to time make all needful and proper repairs, 
renewals, and replacements and useful and proper alterations, additions, better- 
ments, and improvements, and will, subject to contingencies beyond its reasonable 
control, at all times keep its plant and properties in continuous operation and use 
all reasonable diligence to furnish the consumers served by it through the mort- 
gaged property, or any part thereof, with an adequate supply of electric energy 
and other services furnished by the mortgagor. 

Src. 7. Except as specifically authorized in writing in advance by the holder or 
holders of not less than a majority in principal amount of the notes at the time 
outstanding, the mortgagor will purchase all materials, equipment and replace- 
ments to be incorporated in or used in connection with the mortgaged property 
outright, and not subject to any conditional sales agreement, chattel mortgage, 
bailment lease, or other agreement reserving to the seller any right, title or lien. 

Src. 8. The mortgagor will take out, as the respective risks are incurred, and 
maintain insurance of such classes and in such amounts, and from time to time 
make such changes in respect thereof, as the holder or holders of not less than a 
majority in principal amount of the notes at the time outstanding shall have 
determined to be advisable to safeguard the interest of the noteholders. The 
mortgagor will, upon request of the holder or holders of notes in the principal 
amount above specified, submit to the noteholder designated in such request a 
schedule of its insurance in effect on the date specified in such request and also 
originals or duplicate originals of such insurance policies as may be requested. If 
the mortgagor shall at any time fail or refuse to take out or maintain insurance or 
to make changes in respect thereof upon appropriate request by such noteholder 
or noteholders, such noteholder or noteholders may take out such insurance on 
behalf and in the name of the mortgagor, and the mortgagor will pay the cost 
thereof. 

Sxc. 9. In the event of the failure of the mortgayor in any respect to comply 
with the covenants and conditions herein contained with respect to the procuring 
of insurance, the payment of taxes, assessments and other charges, the keeping of 
the mortgaged property in repair and free of liens and other claims or to comply 
with any other covenant contained in this mortgage, any noteholder or noteholders 
shall have the right (without prejudice to any other rights arising by reason of 
such default) to advance or expend moneys for the purpose of procuring such insur- 
ance, or for the payment of insurance premiums, taxes, assessments or other 
charges, or to save the mortgaged property from sale or forfeiture for any unpaid 
tax or assessment, or otherwise, or to redeem the same from any tax or other sale, 
or to purchase any tax title thereon, or to remove or purchase anv mechanics’ 
liens or other encumbrance thereon, or to make repairs thereon or to comply with 
any other covenant herein contained or to prosecute or defend any suit in relation 
to the mortgagéd property or in any manner to protect the mortgaged property 
and the title thereto, and all sums so advanced for any of the aforesaid purposes 
with interest thereon at the rate of 5 percent per annum shall be deemed a charge 
upon the mortgaged property in the same manner as the notes at the time out- 
standing are secured and shall be forthwith paid to the noteholder or noteholders 
making such advance or advances upon demand. It shall not be obligatory for 
any noteholder in making any such advances or expenditures to inquire into the 
validity of any such tax title, or of any of such taxes or assessments or sales there- 
for, or of anv such mechanics liens’ or other encumbrance. 

Sec. 10. The mortgagor will not, without the approval in writing of the holder 
or holders of not less than a majority in principal amount of the notes at the time 
outstanding: (a) construct, make, lease, purchase or otherwise acquire any 
extensions or additions to its system or enter into any contract in respect thereof, 
except such extensions or additions as mav be financed with loans evidenced by 





406 POWER POLICY 


additional notes; (b) construct any consumer services at its expense in excess of 
one pole aud one span of wire in addition to a service drop not more than 150 feet 
in length; (c) enter into any contract or contracts for the operation or maintenance 
of all or any part of its property, for the purchase of electric energy, or for the use 
by others of anv of its property; (d) incur any expenses for legal, engineering, 
supervisory, accounting or other similar services, except such reasonable expenses 
as are incurred in the routine course of business; or (e) deposit any of its funds, 
regardless of the source thereof, in any bank or other depositary which is not a 
member of the Federal Deposit Insurance Corporation, or the successor thereof, 
or of a Federal Reserve bank. 

Sec. ll. The mortgagor will not pay its directors, as such, any salaries for their 
services, except such as shall have been approved by the holaer or holders of not 
less than a majority in principal amount of the notes at the time outstanding, 
provided that nothing herein contained shall preclude any airector from serving 
the mortgagor in any other capacity and receiving compensation therefor. Salaries 
and wages paid officers and employees shall be reasonable and in conformity with 
the usual practice of corporations of the size and nature of the mortgagor. 

Sec. 12. The mortgagor will at all times keep proper books, records and 
accounts in which full and true entries will be made of all of the dealings, business 
and affairs of the mortgagor, in accordance with good accounting practice. The 
mortgagor will furnish each noteholder: (a) not later than the 10th day of each 
month a statement of operations for the preceding month, including, without 
limitation, an analysis of the mortgagor’s revenues, expenses and consumer 
accounts for the preceding month, and, if directed by the holder or holders of 
not less than a majority in principal amount of the notes at the time outstanding, 
such statement shall be in such form and include therein such information as 
may be specified in such direction; and (b) within 30 days after the close of each 
fiscal year full and complete reports; certified by its treasurer, of its financial 
condition as of the end of such fiscal year and of its operations for such period, 
and, if requested by the holder or holders of not less than a majority in principal 
amount of the notes at the time outstanding, such reports shall be audited and 
certified by independent public accountants satisfactory to such noteholder or 
noteholders. Any noteholder, through its agents, representatives, accountants 
or attorneys, shall at all times during reasonable business hours have access to, 
and the right to inspect and make copies of any or all books, records and accounts, 
and any or all invoices, contracts, leases, payrolls, canceled checks, statements and 
other documents and papers of every kind belonging to or in the possession of 
the mortgagor or in any wise pertaining to its property or business. 

Sec. 13. The mortgagor will from time to time upon written demand of the 
holder or holders of not less than a majority in principal amount of the notes at 
the time outstanding: (a) make, execute, acknowledge and deliver or cause to 
be made, executed, acknowledged and delivered all such further and supplemental 
deeds of trust, mortgages, instruments and conveyances as may reasonably be 
requested by such noteholder or noteholders; and (b) take or cause to be taken 
all such further action as may reasonably be requested by such noteholder or 
noteholders to effectuate the intention of these presents and to provide for the 
securing and payment of the principal of and interest on the notes and for the 
purpose of fully conveying, transferring and confirming unto the mortgagee the 
property hereby conveyed, mortgaged and pledged, or intended so to be, whether 
now owned by the mortgagor or hereafter acquired by it. The mortgagor will 
cause this mortgage and any and all supplemental mortgages and deeds of trust 
and every additional instrument which shall be executed pursuant to the foregoing 
provisions forthwith upon execution to be recorded and filed and rerecorded and 
refiled as conveyances and mortgages and deeds of trust of real and personal 
property in such manner and in such places as may be required by law in order 
fully to preserve the security for the notes and to perfect and maintain the 
superior lien of this mortgage and all supplemental mortgages and deeds of trust 
and the rights and remedies of the mortgagee and the noteholders. 

Sec. 14. Any noteholder may, at any time or times in succession without 
notice to or the consent of the mortgagor and upon such terms as such noteholder 
may prescribe, grant to any person, firm, or corporation who shall have become 
obligated to pay all or any part of the principal of or interest on any note held 
by or indebtedness owed to such noteholder or who may be affected by the lien 
hereby created, an extension of the time for the payment of such principal or 
interest, and after any such extension the mortgagor will remain liable for the 
payment of such note or indebtedness to the same extent as though it had at the 
time of such extension consented thereto in writing: 
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Sec. 15. The mortgagor, subject to applicable laws and rules and orders of 
mayineany bodies, will charge for electric energy and other services furnished by 
it rates which shall be sufficient to pay and discharge all taxes, maintenance 
expense, cost of electric energy, and other operating expenses of its electric trans- 
mission and distribution system and electric generating facilities, if any, and also 
to make all payments in respect of principal of and interest on the notes when as 
the same shall become due, and to provide and maintain a reasonable reserve for 
working capital of the mortgagor. 

Sec. 16. The mortgagor will not declare or pay any dividends or make any 
distributions to its members or stockholders or to consumers except in the event 
and to the extent that there shall be surplus earnings of the mortgagor remaining 
after payment of or provision for the items enumerated in section 15 of this article 
II, and unless there shall remain after such payment or distribution reserves in an 
aggregate amount at least equal to the total of the interest and principal payments 
required to be made during the next following calendar year in respect of all notes 
which shall at the time be outstanding 

Sec. 17. In the event that the mortgaged property, or any part thereof, shall 
be taken under the power of eminent domain, all proceeds and avails therefrom, 
except to the extent that all noteholders shall consent to other use and application 
thereof by the mortgagor, shall forthwith be applied by the mortgagor: First, to 
the ratable payment of any indebtedness by this mortgage secured other than 
principal of or interest on the notes; second, to the ratable payment of interest 
which shall have accrued on the notes and be unpaid; third, to the ratable payment 
of or on account of the unpaid principal of the notes; and, fourth, the balance 
shall be paid to whosoever shall be entitled thereto 

Src. 18. The mortgagor will not at any time employ, or enter into any con- 
tract for the employment of, any mar ager or supe rintendent of an y electric 
transmission and distribution system or electric generating plant embraced in 
the mortgaged property, or any chief operator, engineer, or other employee in 
active charge of any electric generating plant or clectric transmission line em- 
braced in the mortgaged property, unless such employment or such contract 
shall first have heen approved by the holder or holders of not less than a ma- 
jority in principal amount of the notes at the time outstanding. If, during such 
periods as the mortgagor shall be in default in the making of a payment or pay- 
ments of principal of or interest on one or more of the notes, the holder or holders 
of not less than a majority in principal amount of the notes at the time outstand- 
ing shall at any time give notice to the mortgagor that in their opinion any such 
transmission and distribution system, transmission line, or yenerating plant is 
not being efficiently operated and shall request the termination of the employ- 
ment of any such manager or superintendent, or of any such chief operator, 
engineer, or employee, or shall request the termination of any operating contract 
in respect of any such transmission and distribution system, transmission line, or 
generating plant, the mortgagor will terminate such e mployment or ope rating 
contract within 30 days after the date of such notice. All contracts in respect of 
the employment of any such manager or superintendent, or of any chief operatcr, 
engineer, or employee, or for the operation of any such transmission and distri- 
bution system, transmission line, or generating plant, shall contain provisions to 
permit compliance with the foregoing covenants. 

Sec. 19. The mortgagor will well and truly observe and perform all of the 
covenants, agreements, terms, and conditions contained in the loan contract, as 
from time to time amended, on its part to be observed or performed. 

Sec. 20. Notwithstanding anything eontained in the loan contract, as from 
time to time amended, or in the notes, the mortgagor will set up such records 
and accounts and maintain such reserve funds as the holder or holders of not less 
than a majority im principal amount of the notes at the time outstanding ma 
from time to time require in writing and, if such holder or holders shall so re- 
quire, the mortgagor shall apply revenues arising from the operation of the 
mortgaged property to the payment of or on account of the principal of or in- 
terest on any one or more of the notes designated by such holder or holders, 
either prior to the time or in excess of the amount provided for in any one or 
more of the notes in respect of which the payment is to be made; provided how 
ever, that the mortgagor shall not be obligated hereby to make payments on 
account of the principal of or interest on any of the notes during any one calendar 
year in excess of 5 percent of the amount of the principal of such note or notes 
advanced and unpaid at the time such payment is required; and Provided furthe 
That subject to the provisions of section 4 of article II hereof, the mortgag 
may at all times retain funds reasonably adequate for operating purposes for th 















408 POWER POLICY 






current month, and in no event less than 1.5 times the amount of its cash ex- 


penditures for such purposes during the corresponding month of the preceding 
year. 


ARTICLE II, REMEDIES OF THE MORTGAGEE AND NOTEHOLDERS 





Section 1. If one or more of the following events (hereinafter called events of 
default) shall happen, that is to say: 

(a) default shall be made in the payment of any installment of or on ac- 
couit of interest on or principal of any note or notes when and as the same 
shall be required to be made and such default shall continue for 30 days; 

(t) default shall be made in the due observance or performance of any 
other of the covenants, conditicns or agreements on the part of the mortgagor, 
in any of the notes or in this mortgage contained, and such default shall con- 
tinue for a period of 30 days after written notice specifying such default and 
requiring the same to be remedied shall have been given to the mortgagor by 
any noteholder; 

(c) the mortgagor shall file a petition in bankruptcy or be adjudicated a 
bankrupt or insolvent, or shall make an assignment for the benefit of its 
creditors, or shall consent to the appointment of a receiver of itself or of its 
property, or shall institute proceedings for its reorganization or proceedings 
instituted by others for its reorganization shall not be dismissed within 30 
davs after the institution thereof; 

(d) a receiver or liquidator of the mortgagor or of any substantial portion 
of its property shall be appointed and the order appointing such receiver or 
liquidator shall not be vacated within 30 days after the entry thereof; 

(e) the mortgagor shall forfeit or otherwise be deprived of its corporate 
charter or franchises, permits, or licenses required to carry on any material 
portion of its business; or 

(f) a final judgment shall be entered against the mortgagor and shall re- 
main unsatisfied or without a stay in respect thereof for a period of 30 days, 

then in each and every case any noteholder may, by notice in writing to the 
mortgagor and delivery of a copy thereof to the other noteholders, declare all 
unpaid principal of and accrued interest on any or all notes held by such note- 
holder to be due and payable immediately; and upon any such declaration all 
such unpaid principal and accrued interest so declared to be due and payable 
shall become and be due and payble immediately, anything contained herein or 
in any note or notes to the contrary notwithstanding; Provided, however, That if 
at any time after the unpaid principal of and accrued interest on any of the notes 
shall have been so declared to be due and payable, all payments in respect of 
principal and interest which shall have become due and payable by the terms of 
such note or notes shall be paid to the respective noteholders, and all other defaults 
hereunder and uner the notes shall have been made good or secured to the satis- 
faction of all the noteholders, then and in every such case, the noteholder or 
noteholders who shall have declared the principal of and interest on notes held 
by such noteholder or noteholders to be due and payable may, by written notice 
to the mortgagor and delivery of a copy thereof to the other noteholders, annul 
such declaration or declarations and waive such default or defaults and the 
consequences thereof, but no such waiver shall extend to or effect any subsequent 
default or impair any right consequent thereon. 

Src. 2. If one or more of the events of default shall happen, the holder or 
holders of not less than a majority in principal amount of the notes at the time 
outstanding, for itself or themselves, and as the agent or agents of the other 
noteholders, personally or by attorney, in its or their discretion, may, insofar as 
not prohibited by law: 

(a) take immediate possession of the mortgaged property, collect and 
receive all credits, outstanding accounts and bills receivable of the mortgagor 
and all rents, income, revenues, and profits pertaining to or arising from the 
mortgaged property, or any part thereof, and issue binding receipts therefor; 
and manage, control and operate the mortgaged property as fully as the 
mortgagor might do if in possession thereof, including, without limitation, 
the making of all repairs or replacements deemed necessary or advisable; 

(b) proceed to protect and enforce the rights of the mortgagee and the 
rights of the noteholder or noteholders under this mortgage by suits or 
actions in equity or at law in any court or courts of competent jurisdiction, 
whether for specific performance of any covenant or any agreement contained 
herein or in aid of the execution of any power herein granted or for the 
foreclosure hereof or hereunder or for the sale of the mortgaged property, or 
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any part thereof, or to collect the debts hereby secured or for the enforcement 
of such other or additional appropriate legal or equitable remedies as may be 
deemed most effectual to protect and enforce the rights and remedies herein 
granted or conferred, and in the event of the institution of any such action 
or suit the noteholder or noteholders instituting such action or suit shall 
have the right to have appointed a receiver of the mortgaged property and 
of all the rents, income, revenues, and profits pertaining thereto or arising 
therefrom derived, received, or had from the time of the commencement of 
such suit or action, and such receiver shall have all the usual powers and 
duties of receivers in like and similar cases, to the fullest extent permitted 
by law, and if the noteholder or noteholders instituting such action or suit 
shall make application for the appointment of a receiver the mortgagor 
hereby expressly consents that the court to which such application shall be 
made may make said appointment; and 

(c) sell or cause to be sold all and singular the mortgaged property or any 
part thereof, and all right, title, interest, claim, and demand of the mortgagor 
therein or thereto, at public auction at such place in any county in which 
the property to be sold, or any part thereof, is located, at such time and upon 
such terms as may be specified in a notice of sale, which shall state the time 
when and the place where the sale is to be held, shall contain a brief general 
description of the property to be sold, and shall be given by mailing a copy 
thereof to the mortgagor at least 15 days prior to the date fixed for such sale 
and by publishing the same once in each week for two successive calendar 
weeks prior to the date of such sale in a newspaper of general circulation 
published in said county or, if no such newspaper is published in such county, 
in a newspaper of general circulation in such county, the first publication to be 
not less than 15 days nor more than 30 days prior to the date fixed for such sale. 
Any sale to be made under this subparagraph (c) of this section 2 may be adjourned 
from time to time by announcement at the time and place appointed for such 
sale or for such adjourned sale or sales, and without further notice or publica- 
tion the sale may be had at the time and place to which the same shall be 
adjourned: Provided, however, That in the event another or different notice 
of sale or another or different manner of conducting the same shall be re- 
quired by law the notice of sale shall be given or the sale shall be conducted, 
as the case may be, in accordance with the applicable provisions of law. 

Sec. 3. If, within 30 days after the holder or holders of not less than a ma- 
jority in principal amount of the notes at the time outstanding shall have had 
knowledge of the happening of an event or events of default, such noteholder or 
noteholders shall not have proceeded to exercise the rights or to enforce the rem- 
edies herein or by law conferred upon or reserved to the mortgagee or to the note- 
holders, any noteholder, for itself and as the agent of the other noteholders, may 
proceed forthwith to exercise such rights and to enforce such remedies, but no 
holder or holders of less than a majority in principal amount of the notes at the 
time outstanding shall be entitled to exercise any of the rights or to enforce any 
of the remedies herein or by law conferred upon or reserved to the mortgagee or 
to the noteholders, unless the holder or holders of not less than a majority in 
principal amount of the notes at the time outstanding shall have failed or refused 
to exercise such rights and to enforce such remedies for a period of 30 days after 
such holder or holders shall have had knowledge of a happening of an event or 
events of default. Nothing herein contained shall, however, affect or impair the 
right, which is absolute and unconditional, of any holder of any note which may 
be secured hereby to enforce the payment of the principal of or interest on such 
note on the date or dates any such interest or principal shall become due and 
payable in accordance with the terms of such note. 

Sec. 4. At any sale hereunder any noteholder or noteholders shall have the 
right to bid for and purchase the mortgaged property, or such part thereof as 
shall be offered for sale, and any noteholder or noteholders may apply in settle- 
ment of the purchase price of the property so purchased the portion of the net 
proceeds of such sale which would be applicable to the payment on account of the 
principal of and interest on the note or notes held by such noteholder or note- 
holders, and such amount so applied shall be credited as a payment on account of 
principal of and interest on the note or notes held by such noteholder or note- 
holders. 

Sec. 5. Any proceeds or funds arising from the exercise of any rights or the 
enforcement of any remedies herein provided after the payment or provision for 
the payment of any and all costs aad expenses in connection with the exercise of 
such rights or the enforcement of such remedies shall be applied first, to the 
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payment of indebtedness hereby secured other than the principal of or interest on 
the notes; second, to the ratable payment of interest which shall have accrued on 
the notes and which shall be unpaid; third, to the ratable payment of or on account 
of the unpaid principal of the notes, and the balance, if any, shall be paid to who- 
soever shall be entitled thereto. 

Sec. 6. Every right or remedy herein conferred upon or reserved to the mortga- 
gee or to the noteholders shall be cumulative and shall be in addition to every 
other right and remedy given hereunder or now or hereafter existing at law, or in 
equity, or by statute. The pursuit of any right or remedy shall not be construed 
as an election. 

Src. 7. The mortgagor, for itself and all who may claim through or under it, 
covenants that it will not at any time insist upon or plead, or in any manner 
whatever claim, or take the benefit or advantage of, any appraisement, valuation, 
stay, extension or redemption laws now or hereafter in force in any locality where 
any of the mortgaged property may be situated, in order to prevent, delay or 
hinder the enforcement or foreclosure of this mortgage, or the absolute sale of the 
mortgaged property, or any part thereof, or the final and absolute putting into 
possession thereof, immediately after such sale, of the purchaser or purchasers 
thereat, and the mortgagor, for itself and all who may claim through or under it, 
hereby waives the benefit of all such laws unless such waiver shall be forbidden 
by law. 





ARTICLE IV. POSSESSION UNTIL DEFAULT-DEFEASANCE CLAUSE 














Section 1. Until some one or more of the events of default shall have happened, 
the mortgagor shall be suffered and permitted to retain actual possession of the 
mortgaged property, and to manage, operate and use the same and any part 
thereof, with the rights and franchises appertaining thereto, and to collect, receive, 
take, use and enjoy the rents, revenues, issues, earnings, income, products and 
profits thereof or therefrom, subject to the provisions of this mortgage. 

Sec. 2. If the mortgagor shall well and truly pay or cause to be paid the whole 
amount of the principal of and interest on the notes at the times and in the 
manner therein provided, according to the true intent and meaning thereof, and 
shall also pay or cause to be paid all other sums payable hereunder by the mort- 
gagor and shall well and truly keep and perform, according to the true intent 
and meaning of this mortgage, all covenants herein required to be kept and per- 
formed by it, then and in that case, all property, rights, and interests hereby 
conveyed or assigned or pledged shall revert to the mortgagor and the estate, 
right, title, and interest of the mortgagee and the noteholders shall thereupon 
cease, determine, and become void, and the mortgagee and the noteholders, in 
such case, on written demand of the mortgagor but at the mortgagor’s cost and 
expense, shall enter satisfaction of this mortgage upon the record. In any event, 
each noteholder, upon payment in full to him by the mortgagor of all principal 
of and interest on any note held by him and the payment and discharge by the 
mortgagor of all charges due to such noteholder hereunder, shall execute and 
deliver to the mortgagor such instrument of satisfaction, discharge, or release as 
shall be required by law in the circumstances. 


ARTICLE V. MISCELLANEOUS 





Section 1. It is hereby declared to be the intention of the mortgagor that all 
electric transmission and distribution lines, or systems, embraced in the mort- 
gaged property, including, without limitation, all rights-of-way and easements 
granted or given to the mortgagor or obtained by it to use real property in con- 
nection with the construction, operation, or maintenance of such lines, or systems, 
and all service and connecting lines, poles, posts, crossarms, Wires, cables, conduits, 
mains, pipes, tubes, transformers, insulators, meters, electrical connections, lamps, 
fuses, junction boxes, and fixtures forming part of, or used in connection with, 
such lines, or systems, and all other property physically attached to any of the 
foregoing-described property, shall be deemed to be real property. 

Sec. 2. All of the covenants, stipulations, promises, undertakings, and agree- 
ments herein contained by or on behalf of the mortgagor shall bind its successors 
and assigns, whether so specified or not, and all titles, rights, and remedies hereby 
granted to or conferred upon the mortgagee shall pass to and inure to the benefit 
of the successors and assigns of the mortgagee and shall be deemed to be granted 
or conferred for the ratable benefit and security of all who shall from time to 
time be the holders of notes executed and delivered as herein provided. 

Sec. 3. The descriptive headings of the various articles of this mortgage were 
formulated and inserted for convenience only and shall not be deemed to affect 
the meaning or construction of any of the provisions hereof. 
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Sec. 4. All demands, notices, reports, approvals, designations, or directions 
required or permitted to be given hereunder shall be in writing and shall be deemed 
to be properly given if mailed by registered mail addressed to the proper party 
or parties at the following addresses: 

As to the mortgagor: East River Electric Power Cooperative, Inc., Sioux 

Falls, 8. Dak. 

As to the mortgagee: Rural Electrification Administration, Washington 25, 

D.&, 
and as to any other person, firm, corporation or governmental body or agency 
having an interest herein by reason of being the holder of any note or otherwise, 
at the last address designated by such person, firm, corporation, governmental 
body or agency to the mortgagor and the mortgagee. The mortgagor or the 
mortgagee may from time to time designate to each other a new address to which 
demands, notices, reports, approvals, designations or directions may be addressed 
and from and after any such designation the address designated shall be deemed 
to be the address of such party in lieu of the address hereinabove given. 

Src. 5. The invalidity of any one or more phrases, clauses, sentences, para- 
graphs or provisions of this mortgage shall not affect the remaining portions 
hereof. 

Sec. 6. Any reference herein to ‘‘directors’’ or “‘board of directors’”’ shall be 
deemed to mean “trustees” or “board of trustees,’’ as the case may be. 

Sec. 7. This mortgage may be simultaneously executed in any number of 
counterparts, and all said counterparts executed and delivered, each as an original, 
shall constitute but one and the same instrument, 

IN WITNESS WHEREOF, the mortgagor has caused this mortgage to be signed 
in its name and its corporate seal to be hereunto affixed and attested by its officers 
thereunto duly authorized, the day and year first above written. 

East River Evecrric Power CoopEeRATIVE, INC 
By Aurrep J. Pew, President. 


[SEAL] 


Attest: 
KENNETH Ho.vuM, Secretary. 


Executed by the mortgagor in the presence of— 
WARNER Boyp, 


Sam K. ULRIKsoN, 
Witnesses. 


State or SoutH Daxora, 
County of Grant, ss: 

On this 24th day of November 1950, before me, Leo P. Flynn, a notary public 
personally appeared Alfred J. Pew, to me personally known, and known to me to 
be the president of East River Electric Power Cooperative, Inc., the corporation 
that is described in and that executed the foregoing instrument, who, being by 
me duly sworn, did say that he is the president of said corporation, and that the 
neal affixed to said instrument is the corporate seal of said corporation and that 
said instrument was signed and sealed in behalf of said corporation by authority 
of its board of directors, and said Alfred J. Pew acknowledged said instrument to 
be the free act and deed of said corporation. 

Given under my hand and seal this 24th day of November 1950. 

Leo P. Fiynn, 
Notary Public, Grant County, S. Dak. 
[NOTARIAL SEAL] 
My commission expires February 4, 1954 


RECEIPT 


East River Electric Power Cooperative, Inc., does hereby acknowledge receipt 
of a full, true, and complete copy of the above and foregoing mortgage delivered 
to it by the mortgagee therein named this 24th day of November 1950, 


[SEAL] East River Evecrric PowEer Cooprerative, Inc,, 
By Atrrep J. Pew, President. 
Attest: KENNETH Ho.uM, Secretary. 
Form ADM-83A 
(9-49) 
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Unirep States DEPARTMENT OF AGRICULTURE 
RURAL ELECTRIFICATION ADMINISTRATION 


REA project South Dakota 43 Minnehaha the within mortgage between 
Fast River Electric Power Cooperative and United States of America. Submit- 
ted by the borrower pursuant to the terms of the loan contract for the above-desig- 
nated project, is hereby approved solely for the purposes of such loan contract. 

Wm. C. WIsE 
(For Claude R. Wickard, Administrator) 
Dated, December 8, 1950 


‘ 


EXHIBIT ( 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., July 10, 1988. 
Mr. ANDREW L. FREEMAN 
Manager, Minnkota Power Cooperative, Inc., 
Grand Forks, N, Dak. 


Dear Anpy: Your letter of June 25, as well as the corresponding ideas that were 
expressed when you visited at my office, have had my continuing attention. 

Presently we here in the Department of Interior are in the process of formulating 
some rather broad ground rules for the marketing of Bureau of Reclamation power 
in the Missouri Basin. As soon as they have been completed we will expect our 
field force in the area to get busy and work out the detailed arrangements and the 
contracts under which they will be put into effect. At that time the suggestion 
that you have made should be most helpful and I will suggest to our field force 
that you be contacted and that proper conferences and planning meetings be 
held 

I appreciate your interest and am aware of the assistance that the cooperatives 
can give in working out a sound program for the sale of Missouri Basin power. 

With kindest personal regards, I am 

Sincerely yours, 
FRED G. AANDAHL, 
Assistant Secretary. 


Exutpit D 


THE SECRETARY OF THE INTERIOR 


Wasuinoton, January 3, 1946. 


MEMORANDUM ON Power Po.icy To ALL STAFFS OF THE DEPARTMENT OF THE 
INTERIOR 


The Congress over a 40-year period has enacted a large number of laws relating 
to electrical power activities. Most, but not all, of these acts relate specifically 
to the Department of the Interior. The others serve equally to fix the general 
policy that must guide all Interior Department staffs and officials in their ad- 
ministration of power programs. In recent years the Congress has greatly 
increased the responsibilities of the Department for the development and 
disposition of electrical energy. It is, therefore, appropriate to recapitulate the 
guiding principles which emerge from the individual acts of Congress, and which 
must govern the administrative actions of this Department in discharging its 
responsibilities relating to electrical power. 

The primary objectives of the acts of Congress (excerpted in the attachment) 
may be summarized as follows: 

1. Federal dams shall where feasible include facilities for generating electrical 
nergy (Reclamation Act of April 16, 1906; Act of July 25, 1912; the Tennessee 
Valley Authority Act of 1933; the Flood Control Acts of 1938, 1944, and 1945). 

2. Preference in power sales shall be given to public agencies and cooperatives 
(Reclamation Act of April 16, 1906; the ‘‘Raker Act” of December 19, 1913; 
Federal Water Power Act of 1920; Boulder Canyon Act of 1928; Tennessee Valley 
Authority Act of 1933; Rural Electrification Act of 1936; Bonneville Act of 1937; 
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Fort Peck Act of 1938; Reclamation Project Act of 1939; Flood Control Act of 
1944). 

3. Power disposal shall be for the particular benefit of domestic and rural 
consumers (Tennessee Valley Authority Act of 1933; Rural Electrification Act of 
1936; Bonneville Act of 1937; Fort Pack Act of 1938). 

4. Power shall be sold at the lowest possible rates consistent with sound business 
rinciples (Tennessee Valley Authority Act of 1933; Bonneville Act of 1937; Fort 
eck Act of 1938; Flood Control Act of 1944 

5. Power disposal shall be such as to encourage widespread use and to prevent 
monopolization (Tennessee Valley Authority Act of 1933; Rural Electrification 
Act of 1936; Bonneville Act of 1937; Fort Peck Act of 1938; Flood Control Act of 
1944). 

These basic policies are prescribed by Congress. It is the job of the Department 
of the Interior to carry them out, and to see that the administration of its power 
programs will in fact secure these objectives. The following principles are 
designed to implement the congressional policy. They will guide all staffs and 
officials of the Department who deal with power. 


I. PLANNING AND CONSTRUCTION 


(a) Hydroelectric generating facilities shall be designed and installed in all 
projects where feasible. The project shall have its own steam standby and reserve 
facilities where necessary to independent operation on an economical and efficient 
basis. 

(b) Facilities shall be designed and installed to provide the type of power and 
service required by public agencies and cooperatives. 

(ce) Construction shall be economical and efficient. 

(d) Government hydroelectric plants within a region shall be integrated by 
transmission ties. 

(e) Transmission outlets to existing and potential wholesale markets shall be 
adequate to deliver power to every preferred customer within the region upon fair 
and reasonable terms. They must be owned and controlled by the Government 
unless privately owned facilities should be made available upon terms which assure 
full accomplishment of the basic objectives of the congressional power policy and 
which do not reward the private company simply because of its strategic location 
or monopolistic position. 

(f) Allocations of costs on multiple-purpose projects shall not result in power 
consumers paying for facilities not fairly to be attributed to the operation of the 
power system, except as may be necessary to make the project feasible as required 
by law. 

Il, OPERATION AND SALES 


(a) Active assistance, from the very beginning of the planning and authoriza- 
tion of a project, shall be given to the organization of public agencies and coop- 
eratives for the distribution of power in each project area. The statutory ob- 
jectives are not attained by merely waiting for a preferred customer to come 
forward and offer to purchase the power. 

(b) Operations shall be economical and efficient. 

(c) Wholesale rate schedules shall be nondiscriminatory and shall be designed 
to bring power at the lowest possible rates to distributors that are principally 
serving domestic and rural consumers. 

(d) Resale rate and other provisions shall be included in wholesale contracts 
with distributors to insure that power is furnished to the ultimate consumer at 
the lowest possible rates, which shall reflect as nearly as may be the cost of the 
service. 

(e) Public agencies and cooperatives shall be encouraged to build diversitied 
loads and markets and neither the operations nor the markets of these agencies 
or of the Government facilities shall be restricted by contracts or operating 
agreements which might serve to limit the widespread use of the power from the 
Federal project. 

(f) No contracts shall be made that operate to foreclose public agencies and 
cooperatives from obtaining power from the Government project. Contracts 
with these organizations shall recognize their preferential character and assure 
them full opportunity to secure the benefits of Federal power. Contracts with 
privately owned companies shall be limited in time and shall contain provisions 
for the cancellation or modification by the Government as necessary to instire 
preference to public agencies and cooperatives. 

(g) Rates, contracts, and financial data shall be made public. 
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(h) A diversified development of the industries and resources of the region 
shall be given active encouragement in order to benefit the load factor and to 
promote the economic stability of the project as well as to aid in regional 
development. 

(t) Public agencies and cooperatives which are existing or potential customers 
of the Federal project shall be given every assistance in promoting sound programs 
and operations. 

This list of guiding principles is not intended to be exhaustive but is designed 
to serve as the primary operating basis for attaining the objectives which Con- 
gress has prescribed for Federal power programs. These principles will guide all 
staffs and reviewing officials of the Department of the Interior who are admin- 
istering power activities. The administration and review of these activities will 
be continued by the agencies and officials heretofore designated. 

Haroup L. Ickgs, 


Secretary of the Interior. 
Attachment 


Acts or CoNGREss PROVIDING THE BasIs OF THE FEDERAL Power Pouicy 


The Reclamation Act of April 16, 1906 (34 Stat. 117; 48 U.S. C. sec. 522): The 
Secretary of the Interior may lease surplus power from ierlasdton projects, ‘‘giving 
preference to municipal purposes’”’ (sec. 5). 

Act of July 25, 1912 (37 Stat. 201; 33 U. S. C. sec. 609): Works desirable for 
development of waterpower authorized to a eas in all navigation dams 
“in order to make possible the economical future development of waterpower’’ 
(sec. 12). 

The “Raker Act” of December 19, 1913 (38 Stat. 242): Use of National park land 
granted to the city of San Francisco for the purpose of storing water for domestic 
use and developing power (sec. 1). City “prohibited from ever selling or letting 
to any corporation or individual, except a municipality or a municipal water dist- 
rict or irrigation district, the right to sell or sublet the water or the electric energy 
sold or given to it or him’’ by the city (sec. 6; see U. S. v. San Francisco, 310 U.S 
16 (1940)). 

The Federal Water Power Act of June 10, 1920 (41 Stat. 1063; 16 U.S. C. sec. 
800): Federal Power Commission “shall give preference to applications * * * 
by States and municipalities’ for permits and licenses to build and operate works 
upon navigable waters (sec. 7). 

Boulder Canyon Project Act of December 21, 1928 (45 Stat. 1057; 43 U.S. C. 
sec. 617d (c)): Contracts for use of hydroelectric energy to be let “‘in conformity 
with the policy expressed in the Federal Water Power Act as to conflicting appli- 
cations”’ (sec. 5 (c)). 

Tennessee Valley Authority Act of May 18, 1933 (48 Stat. 58, as amended; 

U. 8S. C. see. 831 et seq.): Surplus power “shall be considered primarily as Oa 
the benefit of the people of the section as a whole and particularly the domestic 
and rural consumers to whom the power can economically be made available, and 
accordingly that sale to and use by industry shall be a secondary purpose, to be 
utilized principally to secure a sufficiently high load factor and revenue returns 
which will permit domestic and rural use at the lowest possible rates and in such 
manner as to encourage increased domestic and rural use of electricity” (sec. 11). 

Rural Electrification Act of May 20, 1936 (49 Stat. 1363; 7 U. 8. C. see. 901 
et seq.): Preference to be accorded public and cooperative bodies seeking loans 
under terms of act (sec. 4). 

Bonneville Act of August 20, 1937 (50 Stat. 731: 16 U. 8. C. sec. 832 et seq.): 
To prevent monopolization of electric energy generated at Bonneville project, 
transmission facilities to be constructed and operated (sec. 2 (b)). Preference 
and priority to be accorded to public bodies and cooperatives to insure operation 
of project ‘‘for the benefit of the general public, and particularly of domestic and 
rural consumers’”’ (sec. 4 (a)). Policy of Congress declared to preserve preferen- 
tial status of public bodies and cooperatives and to give people within economic 
transmission range reasonable time and opportunity to organize such bodies for 
purchase of electric energy (sec. 4 (d)). Contracts with privately owned utilities 
to contain cancellation clauses to permit power to be diverted to preferred cus- 
tomers (sec. 5 (a) (2)). 

Fort Peck Act of May 18, 1938 (52 Stat. 403; 16 U. S. C. sec. 833 et seq.): 
To encourage widest possible use of electric energy and prevent monopolization 
thereof by limited groups, transmission lines and appurtenant facilities to be 
provided at Fort Peck project (sec. 2 (b)). Preference to be accorded public 














POWER POLICY 415 


bodies and cooperatives to insure operation of project “for the benefit of the gen- 
eral public, and particularly of domestic and rural consumers”’ (sec. 4). 

Flood Control Act of June 28, 1938 (52 Stat. 1215; 33 U.S. C. sec. 701j): Pen- 
stocks to be installed in any dam ‘‘adapted to possible future use in the develop- 
ment of hydroelectric power’’ (sec. 4). 

Reclamation Project Act of August 4, 1939 (53 Stat. 1187; 43 U. S. C. sec. 485h 
(c)): Preference in sales of power to be given public bodies and to cooperatives 
and other nonprofit organizations financed in whole or part by the Rural Electri- 
fication Administration (sec. 9 (c)). 

Flood Control Act of December 22, 1944 (58 Stat. 887): Surplus electric energy 
developed at reservoir projects to be disposed of ‘‘in such a manner as to encourage 
the most widespread use thereof at the lowest possible rates to consumers consistent 
with sound business principles’: preference to be given in sale of such energy to 
“‘public bodies and cooperatives’: and, where necessary, transmission lines and 
related facilities to be constructed or acquired to make such energy available, 
in wholesale quantities, ‘‘on fair and reasonable terms and conditions to facilities 
owned by the Federal Government, public bodies, cooperatives and privately 
owned companies’’ (sec. 5). Penstocks to be installed in any dam adapted to 
possible future use in the development of hydroelectric power (sec. 10). 

Flood Control Act of March 2, 1945 (Public Law 14, 79th Cong.): Penstocks 
adapted to possible future use in the development of hydroelectric power to be 
installed in any dam when approved by the Secretary of War upon recommenda- 
tion of Chief of Engineers and of Federal Power Commission; such recommenda- 
tions to be based upon consideration of the proper utilization and conservation in 
the public interest of the resources of the region (sec. 2). 





Exuisir E 
Rurat EvEcrRiFIcATION Act oF 1936 
(With amendments as approved to November 1, 1949) 
FOREWORD 


The Rural Electrification Administration was created by Executive Order 7037 
of May 11, 1935, under authority of the Emergency Relief Appropriation Act of 
1935, approved April 8, 1935 (49 Stat. 115). Statutory provision for the agency 
was made in the Rural Electrification Act of 1936, approved May 20, 1936 (49 
Stat. 1363, 7 U. 8. C., ch. 31). REA became a part of the Department of Agri- 
culture under Reorganization Plan II, effective July 1, 1939. Title IV of the 
Work Relief and Public Works Appropriation Act of 1938, approved June 21, 
1938 (Rural Electrification Act of 1938, 52 Stat. 818) authorized further borrowing 
from the Reconstruction Finance Corporation and added a requirement that 
borrowers from REA agree to use materials and supplies produced in the United 
States. Title V of the Department of Agriculture Organie Act of 1944, approved 
September 21, 1944 (58 Stat. 739) liberalized the terms of REA loans and removed 
the time limitation from its lending program. On December 23, 1944, the Rural 
Electrification Act was further amended to authorize REA to refinance certain 
rural electrification obligations owed to the Tennessee Valley Authority (58 Stat. 
925). The Department of Agriculture Appropriation Act, 1948, approved July 
30, 1947 (61 Stat. 546) further amended the Rural Electrification Act by trans- 
ferring from the Reconstruction Finance Corporation to the Secretary of the 
Treasury the authority to make loans to REA. On June 29, 1948, the Rural 
Electrification Act was again amended to authorize REA to refinance certain 
additional rural electrification obligations owed to the Tennessee Valley Authority 
(62 Stat. 1070). On October 28, 1949, the Rural Electrification Act was further 
amended to authorize REA to make loans for the purpose of furnishing and 
improving rural telephone service (Oct. 28, 1949, ch. 776, 63 Stat. 948.) 


GUIDE TO PROVISIONS OF RURAL ELECTRIFICATION ACT 


Provisions relating to organization and general functions of REA, applicable to 
both electrification and telephone operations: Title I 


Section 1 establishes REA in the Department of Agriculture; directs that 
powers of REA be exercised by Administrator. 

Section 2 authorizes REA Administrator to make rural electrification and 
telephone loans; and to investigate and publicize condition and progress of rural 
electrification and telephone service. 
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Section 3 provides for REA electrification and telephone loan funds; and 
tablishes State allotment formula for electrification loan funds (not applicable 
to telephone loan funds 

Section 6 authorizes appropriation of funds for administering electrification 
and telephone loan progran 


Section 7 relates to acquisition and disposition by REA Administrator of 


pertyv securir loal prohibits disposition of property acquired by borrowers 
th REA loan fun¢ inless REA Administrator approves, until loan is fully 
paia 


Section 8 makes Rural Electrification Act applicable to certain loans and 
racts entered into prior to effective date of Act (Mav 20. 1936). 





Section 9 requires administration of Act and selection of employees on non- 
artisan, nol litical ba 

ection 10 requires annual report to Congress 

Section 11 authorizes Administrator to appoint officers and emplovees and to 

ike certain adm trative expenditures 

Section 12 empowers Administrator to extend payment of loans with certain 

tat s 

Section 13 defines the terms “rural area,” “farm,” “‘person,” and “Territory 

“ection 14 technical “saving clause.” 

“ection 15 authorizes certain administrative expenditures 

‘Buy American” provision (final provision—on p. 10). 
Provisions relating to rural elect fication loans only: Title ] 

Section 4 authorizes Administrator to make loans for rural electrification; 
pecifies eligible borrowers, preferences, purposes, terms and conditions, security 


d self-liquidation req 
Section 5 authorizes Administrator to make loans to finance wiring installations 
and plumbing appliances and equipment. Section 3 (a) prescribes 


a 5-vear maximum maturity for such loans 





} 


Provisions relating to rural telephone loans only: Title I] 

Section 201 authorizes Administrator to make loans for furnishing and improv- 

g rural telephone servic pecifies eligible borrowers, terms and conditions, 
purposes, preferences generally, preferences during initial year of program, area 
coverage requirements, security and _ self-liquidation requirements; authorizes 
financing of nonrural facilities under certain conditions; authorizes limited re- 
financing of existing indebtedness; requires applicants to comply with State 
certification requirements, and, where such requirements are inapplicable, specifies 
th ich the Administrator is required to make 





e determination which 
Section 202 recognizes jurisdiction of State regulatory bodies. 
Section 203 defines the terms ‘‘telephone service’’ and ‘‘rural area 
Statement of congressional policy. 


UnitTep States Cope. Tit.e 7, CuHap. 31 
AN ACT To provide for rural electrification, and for other purposes. 
TITLE I 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled (as amended), That there is hereby created and 
established in the Department of Agriculture an agency of the United States, 
to be known as the ‘‘Rural Electrification Administration’’, all of the powers of 
which shall be exercised by an Administrator, under the general direction and 
supervision of the Secretary of Agriculture, who shall be appointed by the Presi- 
dent, by and with the advice and consent of the Senate, for a term of ten years, 
and who shall receive a salary of $15,000 per year. This Act may be cited as the 
“Rural Electrification Act of 1936”. (May 20, 1936, ch. 432, § 1, 49 Stat. 1363; 
Reorg. Plan No. II, § 5, eff. July 1, 1939, 4 Fed. Reg. 2732, 53 Stat. 1434; Oct. 15, 
1949, ch. 695, § 5 (a), 63 Stat. 880; Oct. 28, 1949, ch. 776 § 2, 63 Stat. 948.) 

Sec. 2. The Administrator is authorized and empowered to make loans in the 
several States and Territories of the United States for rural electrification and 
the furnishing of electric energy to persons in rural areas who are not receiving 
central station service, and for the purpose of furnishing and improving telephone 
service in rural areas, as hereinafter provided; to make, or cause to be made, 
studies, investigations, and reports concerning the condition and progress of 
the electrification of and the furnishing of adequate telephone service in rural 
areas in the several States and Territories; and to publish and. disseminate infor- 
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mation with respect thereto. (May 20, 1936, ch. 432, § 2, 49 Stat. 1363; Oct. 
28, 1949, ch. 776, § 3, 63 Stat. 948.) 

Sec. 3. (a) The Secretary of the Treasury is hereby authorized and directed 
to make loans to the Administrator, upon the request and approval of the Secre- 
tary of Agriculture, in such amounts in the aggregate for each fiscal year com- 
mencing with the fiscal vear ending June 30, 1948, as the Congress may from time 
to time determine to be necessary, either without interest or at such rate of 
interest per annum, not in excess of the rate provided for in sections 4 and 5 of 
this Act, as the Secretary of the Treasury may determine, upon the security of 
the obligations of borrowers from the Administrator appointed pursuant to the 
provisions of this Act or from the Administrator of the Rural Electrification 
Administration established by Executive Order Numbered 7037. Interest rates 
on the unpaid balance of any loans made by the Reconstruction Finance Corpora- 
tion to the Administrator prior to July 1, 1947, shall be adjusted to the interest 
rate, if any, established for loans made after June 30, 1947, in accordance with 
the foregoing provision: Provided, That such obligations incurred for the purpose 
of financing the construction and operation of generating plants, electric trans- 
mission and distribution lines, or systems and for the purpose of financing the 
improvement, expansion, construction, acquisition, and operation of facilities to 
render telephone service shall be fully amortized over a period not to exceed 
thirty-five years, and that the maturity of such obligations incurred for the 
purpose of financing the wiring of premises and the acquisition and installation 
of electrical and plumbing appliances and equipment shall not exceed two-thirds 
of the assured life thereof and not more than five vears. The Administrator is 
hereby authorized to make all such endorsements, to execute all sich instruments, 
and to do all such acts and things as shall be necessary to effect the valid transfer 
and assignment to the Secretary of the Treasury of all such obligations, and to 
execute such trust instruments as shall be agreed upon by the Administrator and 
the Secretary of the Treasury providing for the holding in trust by the Adminis- 
trator of all such obligations for the Secretary of the Treasury as security for 
loans to the Administrator heretofore made by the Reconstruction Finance 
Corporation or made or to be made by the Secretary of the Treasury. All rights, 
interests, obligations, and duties of the Reconstruction Finance Corporation aris- 
ing out of loans made or authorized to be made to the Administrator are, as of 
the close of June 30, 1947, vested in the Secretary of the Treasury; the Recon- 
struction Finance Corporation is authorized and directed to transfer, as of the 
close of June 30, 1947, to the Secretary of the Treasury and the Secretary of the 
Treasury is authorized and directed to receive all loans outstanding on that date, 
plus accrued unpaid interest, theretofore made to the Administrator under the 
provisions of this Act, and all notes and other evidences thereof and all obligations 
constituting the security therefor. The Secretary of the Treasury shall cancel 
notes of the Reconstruction Finance Corporation, and sums due and unpaid 
upon or in connection with such notes at the time of such cancellation, in an 
amount equal to the unpaid principal of the loans so transferred, plus accrued 
unpaid interest through June 30, 1947. Subsequent to June 30, 1947, the Recon- 
struction Finance Corporation shall make no further loans or advances to the 
Administrator; and the Secretary of the Treasury is hereby authorized and 
directed, in lieu of the Reconstruction Finance Corporation, to lend or advance 
to the Administrator, in accordance with the provisions of this subsection 3 (a), 
any unobligated or unadvanced balances of the sums which the Reconstruction 
Finance Corporation has theretofore been authorized and directed to lend to the 
\dministrator. For the purpose of making loans or advances pursuant to this 
section, the Secretary of the Treasury is authorized to use as a public-debt trans- 
action the proceeds from the sale of any securities issued under the Second Liberty 
Bond Act, as amended, and the purposes for which securities may be issued under 
that Act are extended to include such loans or advances to the Administrator. 
Repayments to the Secretary of the Treasury on such loans or advances shall be 
treated as a public-debt transaction of the United States. 

(b) There are hereby authorized to be appropriated such sums as the Congress 
may from time to time determine to be necessary for the purposes of this Act 
as hereinafter provided. 

(c) Fifty per centum of the annual sums herein made available or appropriated 
for loans for rural electrification pursuant to sections 4 and 5 of this title shall 
be allotted yearly by the Administrator for loans in the several States in the 
proportion which the number of their farms not then receiving central station 
electric service bears to the total number of farms of the United States not then 
receiving such service. The Administrator shall, within ninety days after the 
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beginning of each fiscal year, determine for each State and for the United States 
the number of farms not then receiving such service. 

(da) The remaining 50 per centum of such annual sums shall be available tor 
rural electrification loans in the several States and in the Territories, witout 
allotment as hereinabove provided, in such amounts for each State and Territory 
as, in the opinion of the Administrator, may be effectively employed for the 
purposes of this Act, and to carry out the provisions of section 7: Provided, 
however, That not more than 10 per centum of said unallotted annual sums may 
be employed in any one State, or in all of the Territories. 

(e) If any part of the annual sums made available for the purposes of this Act 
shall not be loaned or obligated during the fiscal year for which such sums are 
made available, such unexpended or unobligated sums shall be available for 
loans by the Administrator in the following year or years without allotment: 
Provded, however, That not more than 10 per centum of said sums for rural elec- 
trification loans may be employed in any one State or in all of the Territories. 

(f) All money representing payments of principal and interest on loans made 
by the Administrator shall be paid to the Secretary of the Treasury in payment 
of loans made to the Administrator by the Reconstruction Finance Corporation 
or the Secretary of the Treasury; upon the payment of such loans all moneys 
representing payments of principal and interest on loans made by the Adminis- 
trator shall be covered into the Treasury as miscellaneous receipts. (Mav 20, 
1936, ch. 432, § 3, 49 Stat. 1364, 1365; Sept. 21, 1944, ch. 412, Title V, §§ 501, 
503, 504, 58 Stat. 739, 740; July 30, 1947, ch. 356, 61 Stat. 546; Oct. 28, 1949, ch. 
776, § 4 (a), (b), (c), and (d), 63 Stat. 948.) 

Sec. 4. The Administrator is authorized and empowered, from the sums here- 
inbefore authorized, to make loans for rural electrification to persons, corporations, 
States, Territories,.and subdivisions and agencies thereof, municipalities, peoples’ 
utility districts and cooperative, nonprofit, or limited-dividend associations 
organized under the laws of any State or Territory of the United States, for the 
purpose of financing the construction and operation of generating plants, electric 
transmission and distribution lines or systems for the furnishing of electric energy 
to persons in rural areas who are not receiving central station service, and loans, 
from funds available under the provisions of sections 3 (d) and 3 (e) but without 
regard to the 10 per centum limitation therein contained, to cooperative associa- 
tions and municipalities for the purpose of enabling said cooperative associations 
and municipalities to the extent tnat such indebtedness was incurred with respect 
to electric transmission and distribution lines or systems or portions thereof 
serving persons in rural areas, to discharge or refinance long-term debts »wed by 
them to the Tennessee Valley Authority on account of loans made or credit 
extended under the terms of the lennessee Valley Authority Act of 1933, as 
amended: Provided, That the Administrator, in making such loans, shall give 
preference to States, Territories, and subdivisions and agencies thereof, munic- 
ipalities, peoples’ utility districts, and cooperative, nonprofit, or limited-dividend 
associations, the projects of which comply with the requirements of this Act. 
Such loans shall be on such terms and conditions relating to the expenditure of 
the moneys loaned and the cecurity therefor as the Administrator shall determine 
and may be made payable in whole or in part out of the income: Provided further, 
That all sucn loans shall be self-liquidating within a period of not to exceed thirty- 
five years, and shall bear interest at the rate of 2 per centum per annum; interest 
rates on the unmatured and unpaid balance of any loans made pursuant to this 
section prior to September 21, 1944, shall be adjusted to 2 per centum per annum, 
and the maturity date of any such loans may be readjusted t occur at a date not 
beyond thirty-five years from the date of such loan: And provided further, That 
no loan for the construction, operation, or enlargement of any generating plant 
shall be made unless the consent of the State authority having jurisdiction in the 
premises is first obtained. Loans under this section and section 5 shall not be 
made unless the Administrator finds and certifies that in his judgment the security 
therefor is reasonably adequate and such loan will be repaid within the time 
agreed. (May 20, 1936, ch. 432, § 4, 49 Stat. 1365; Sept. 21, 1944, ch. 412, Title V, 
§§ 502 (a), 503, 58 Stat. 739, 740; Dec. 23, 1944, ch. 725, 58 Stat. 925, 926; 
June 29, 1948, ch. 703, 62 Stat. 1070; Oct. 28, 1949, ch. 776, § 4 (e), 63 Stat. 
948.) 

Sec. 5. The Administrator is authorized and empowered, from the sums herein- 
before authorized, in make loans for the purpose of financing the wiring of the 
premises of persons on rural areas and the acquisition and installation of electrical 
and plumbing appliances and equipment. Such loans may be made to any of the 
borrowers of funds loaned under the provisions of section 4, or to any person, 
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firm, or corporation supplying or installing the said wiring, appliances, or equip- 
ment. Such loans shall be for such terms, subject to such conditions, and so 
secured as reasonably to assure repayment thereof, and shall be at a rate of 
interest of 2 per centum per annum; interest rates on the unmatured and unpaid 
balance of any loans made pursuant to this section prior to September 21, 1944, 
shall be adjusted to 2 per centum per annum. (May 20, 1936, ch. 432, § 5, 49 
Stat. 1365; Sept. 21, 1944, ch. 412, Title V, § 502 (b), 58 Stat. 739.) 

Sec. 6. For the purpose of administering this Act and for the purpose of making 
the studies, investigations, publications, and reports herein provided for, there is 
hereby authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, such sums as shall be necessary. (May 20, 1936, ch. 432, 
§ 6, 49 Stat. 1365.) 

Sec. 7. The Administrator is authorized and empowered to bid for and pur- 
chase at any foreclosure or other sale, or otherwise to acquire, property pledged 
or mortgaged to secure any loan made pursuant to this Act; to pay the purchase 
price and any costs and expenses incurred in connection therewith from the sums 
authorized in section 3 of this Act; to accept title to any property so purchased 
or acquired in the name of the United States of America; to operate or lease such 
property for such period as may be deemed necessary or advisable to protect the 
investment therein, but not to exceed five years after the acquisition thereof; 
and to sell such property so purchased or acquired, upon such terms and for such 
considerations as the Administrator shall determine to be reasonable. 

No borrower of funds under section 4 or section 201 shall, without the approval 
of the Administrator, sell or dispose of its property, rights, or franchises, acquired 
under the provisions of this Act, until any loan obtained from the Rural Electrifi- 
cation Administration, including all interest and charges, shall have been repaid. 
(May 20, 1936, ch. 432, § 7, 49 Stat. 1365, 1366; Oct. 28, 1949, ch. 776, § 4 (f), 
63 Stat. 948.) 

Sec. 8. The administration of loans and contracts entered into by the Rural 
Electrification Administration established by Executive Order Numbered 7037, 
dated May 11, 1935, may be vested by the President in the Administrator author- 
ized to be appointed by this Act; and in such event the provisions of this Act 
shall apply to said loans and contracts to the extent that said provisions are not 
inconsistent therewith. The President may transfer to the Rural Electrification 
Administration created by this Act the jurisdiction and control of the records, 
property (including office equipment), and personnel used or employed in the 
exercise and performance of the functions of the Rural Electrification Adminis- 
tration established by such Executive Order. (May 20, 1936, ch. 432, § 8, 49 
Stat. 1366.) 

Sec. 9. This Act shall be administered entirely on a nonpartisan basis, and in 
the appointment of officials, the selection of employees, and in the promotion of 
any such officials or employees, no political test or qualification shall be permitted 
or given consideration, but all such appointments and promotions shall be given 
and made on the basis of merit and efficiency. If the Administrator herein pro- 
vided for is found by the President of the United States to be guilty of a violation 
of this section, he shall be removed from office by the President, and any appointee 
or selection of officials or employees made by the Administrator who is found 
guilty of a violation of this Act shall be removed by the Administrator. (May 
20, 1936, ch. 432, § 9, 49 Stat. 1366.) 

Sec. 10. The Administrator shall present annually to the Congress not later than 
the 20th day of January in each year a full report of his activities under this Act. 
(May 20, 1936, ch. 432, § 16, 49 Stat. 1366.) 

Suc. 11. In order to carry out the provisions of this Act the Administrator may 
accept and utilize such voluntary and uncompensated services of Federal, State, 
and local officers and employees as are available, and he may without regard to 
the provisions of civil-service laws applicable to officers and employees of the 
United States appoint and fix the compensation of attorneys, engineers, and experts 
and he may, subject to the civil-service laws, appoint such other officers and 
employees as he may find necessary and prescribe their duties. The Adminis- 
trator is authorized, from sums appropriated pursuant to section 6, to make such 
expenditures (including expenditures fo rpersonal services ; supplies and equipment; 
lawbooks and books of reference; directories and periodicals; travel expenses; 
rental at the seat of government and elsewhere; the purchase, operation, or main- 
tenance of passenger-carrying vehicles; and printing and binding) as are appro- 
priate and necessary to carry out the provisions of this Act. (May 20, 1936, 
ch. 432, § 11, 49 Stat. 1366.) 
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Sec. 12. The Administrator is authorized and empowered to extend the time 
of payment of interest or principal of any loans made by the Administrator 
pursuant to this Act: Provided, however, That with respect to any loan made 
under section 4 or section 201, the payment of interest or principal shall not be 
extended more than five years after such payment shall have become due, and 
with respect to any loan made under section 5, the payment of principal or in- 
terest shall not be extended more than two years after such payment shall have 
become due: And provide l further, That the provisions of this section shall not 
apply to any obligations or the security therefor which may be held by the Re- 
construction Finance Corporation under the provisions of section 3. (May 20, 
1936, ch. 432, § 12, 49 Stat. 1366, 1367; Oct. 28, 1949, ch. 776, § 4 (f), 63 Stat. 948. 

Sec. 13. As used in this Act the term ‘rural area’’ shall be deemed to mean 
any area of the United States not included within the boundaries of any city, 
village, or borough having a population in excess of fifteen hundred inhabitants, 
and such term shall be deemed to include both the farm and nonfarm population 
thereof; the term “‘farm”’ shall be deemed to mean a farm as defined in the publi- 
cations of the Bureau of the Census; the term “‘person”’ shall be deemed to mean 
any natural person, firm, corporation, or association; the term “Territory” shall 
be deemed to include any insular possession of the United States. (May 20, 
1936, ch. 432, § 13, 49 Stat. 1367.) 

Src. 14. If any provision of this Act, or the application thereof to any person 
or circumstances, is held invalid, the remainder of the Act and the application of 
such provision to other persons or circumstances shall not be affected thereby. 
(May 20, 1936, ch. 432, § 14, 49 Stat. 1367.) 

Sec. 15. The Rural Electrification Administration is authorized to purchase 
such financial and credit reports as may be necessary to carry out its authorized 
work: Provided, That purchases under this authority shall not be made unless 
provision is made therefor in the applicable appropriation and the cost thereof 
is not in excess of limitations prescribed therein. (Sept. 21, 1944, ch. 412, Title V, 
§ 505, 58 Stat. 740.) 


TITLE II 


Sec. 201. From such sums as are from time to time made available by the 
Congress to the Administrator for such purpose, pursuant to section 3 of this 
Act, the Administrator is authorized and empowered to make loans to persons 
now providing or who may hereafter provide telephone service in rural areas 
and to cooperative, nonprofit, limited dividend, or mutual associations. Ex- 
cept as otherwise provided by this title, such loans shall be made under the same 
terms and conditions as are provided in section 4 of this Act, for the purpose 
of financing the improvement, expansion, construction, acquisition, and opera- 
tion of telephone lines, facilities or systems to furnish and improve telephone serv- 
ice in rural areas: Provided, however, That the Administrator, in making such 
loans, shall give preference to persons providing telephone service in rural areas, 
and to cooperative, nonprofit, limited dividend, or mutual associations: And 
provided further, That for a period of one year from and after the effective date 
of this title applications for loans received by the Administrator from persons 
who on the effective date of this title are engaged in the operation of existing 
telephone service in rural areas shall be considered and acted upon before action 
is taken upon any application received from any other person for any loan to 
finance the furnishing or improvement of telephone service to substantially the 
same subscribers. The Administrator in making such loans shall, insofar as 
possible, obtain assurance that the telephone service to be furnished or improved 
thereby will be made available to the widest practical number of rural users. 
When it is determined by the Administrator to be necessary in order to furnish 
or improve telephone service in rural areas, such loans may be made for the im- 
provement, expansion, construction, acquisition, and operation of telephone lines, 
facilities, or systems without regard to their geographical location. The Admin- 
istrator is further authorized and empowered to make loans for the purpose of 
refinancing outstanding indebtedness of persons furnishing telephone service in 
rural areas: Provided, That such refinancing shall be determined by the Adminis- 
trator to be necessary in order to furnish and improve telephone service in rural 
areas: And provided further, That such refinancing shall constitute not more than 
40 per centum of any loan made under this title. Loans under this section shall 
not be made unless the Administrator finds and certifies that in his judgment 
the security therefor is reasonably adequate and such loan will be repaid within 
the time agreed, nor shall such loan be made in any State which now has or may 
hereafter have a State regulatory body having authority to regulate telephone 














POWER POLICY 421 


service and to require certificates of convenience and necessity to the applicant 
unless such certificate from such agency is first obtained. In a State in which 
there is no such agency or regulatory body legally authorized to issue such certifi- 
cates to the applicant, no loan shall be made under this section unless the Admin- 
istrator shall determine (and set forth his reasons therefor in writing) that no du- 
plication of lines, facilities, or systems, providing reasonably adequate services 
will result therefrom. 

Sec. 202. Nothing contained in this Act shall be construed to deprive any State 
commission, board, or other agency of jurisdiction, under any State law, now or 
hereafter effective, to regulate telephone service which is not subject to regulation 
by the Federal Communications Commission, under the Communications Act of 
1934, including the rates for such service. 

Sec. 203. (a) As used in this title, the term ‘‘telephone service’’ shall be deemed 
to mean any communication service whereby the voice communication through the 
use of electricity between the transmitting and receiving apparatus, is the prin- 
cipal intended use thereof, and shall include all telephone lines, facilities, or systems 
used in the rendition of such service; but shall not be deemed to mean telegraph 
services or facilities, or radio broadcasting services or facilities within the meaning 
of section 3 (o) of the Communications Act of 1934, as amended. 

(b) As used in this title, the term ‘‘rural area’’ shall be deemed to mean any 
area of the United States not included within the boundaries of any incorporated 
or unincorporated city, village, or borough having a population in excess of one 
thousand five hundred inhabitants. (Oct. 28, 1949, ch. 776, §5, 63 Stat. 948, 
949.) 


RURAL TELEPHONE LOANS STATEMENT OF CONGRESSIONAL POLICY 


The rural telephone legislation enacting clause contains the following statement 
of congressional policy: 
* * * it is hereby declared to be the policy of the Congress that adequate tele- 
phone service be made generally available in rural areas through the improve- 
ment and expansion of existing telephone facilities and the construction and opera- 
tion of such additional facilities as are required to assure the availability of 
adequate telephone service to the widest practicable number of rural users of such 
service. In order to effectuate this policy, the Rural Electrification Act of 1936 
is amended as hereinafter provided. (Oct. 28, 1949, ch. 776, §1, 63 Stat. 948.) 


RESTRICTIONS ON BORROWERS 


Rural Electrification Act of 1938 (June 21, 1938, ch. 554, title IV, § 401, 52 Stat. 
818) provided in part as follows: 

In making loans pursuant to this title and pursuant to the Rural Electrification 
Act of 1936, the Administrator of the Rural Electrification Administration shall 
require that, to the extent practicable and the cost of which is not unreasonable, 
the borrower agree to use in connection with the expenditure of such funds only 
such unmanufactured articles, materials, and supplies, as have been mined or 
produced in the United States, and only such manufactured articles, materials, 
and supplies as have been manufactured in the United States substantially all 
from articles, materials, or supplies mined, produced or manufactured, as the case 
may be, in the United States. 





Exuisit F 
Fort Peck Act 
{[Public, No. 529, 75th Congress] 
[S. 2650] 


AN ACT to authorize the completion, maintenance, and operation of the Fort Peck project for naviga- 
tion, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That for the purpose of improving navigation on 
the Missouri River, and for other purposes incidental thereto, the dam and 
appurtenant works now under construction at Fort Peck, Montana, and a suitable 
powerplant for the production of hydroelectric power (which dam, powerplant, 
and appurtenant works are hereinafter called Fort Peck project), shall be com- 
pleted, maintained, and operated under the direction of the Secretary of War and 
the supervision of the Chief of Engineers, subject to the provisions of this Act 
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relating to the powers and duties of the Bureau of Reclamation (hereinafter called 
the Bureau), as provided for in section 2 (a), respecting the transmission and sale 
of electric energy generated at said project. The Secretary of War shall provide, 
construct, operate, maintain, and improve at Fort Peck project such machinery, 
equipment, and facilities for the generation of electric energy as the Bureau may 
deem necessary to develop such electric energy as rapidly as markets may be 
found therefor. The electric energy thus generated and not required for the 
operation of the dam at such project and the navigation facilities employed in 
connection therewith shall be delivered to the Bureau for disposition as provided 
in this Act. 

Sec. 2. (a) The electric energy generated in the operation of the said Fort 
Peck project shall be disposed of by the Bureau as hereinafter provided. The 
Bureau shall exercise the powers and perform the duties provided for in this Act 
under the supervision and direction of the Secretary of the Interior in accordance 
with the Act of May 26, 1926 (44 Stat. 657). The Bureau shall, as hereinafter 
provided, make all arrangements for the sale and disposition of electric energy 
generated at the Fort Peck project not required for the operation of the dam at 
such project and the navigation facilities employed in connection therewith. 
The form of administration herein established for the Fort Peck project is intended 
to be provisional pending the establishment of a permanent administration for 
Fort Peck and other projects in the Missouri River Basin. The Secretary of 
War shall install and maintain additional machinery, equipment, and facilities 
for the generation of electric energy at the Fort Peck project when in the judgment 
of the Bureau such additional generating facilities are desirable to meet actual or 
potential market requirements for such electric energy. The Secretary of War 
shall schedule the operations of the several electrical generating units and appur- 
tenant equipment of the Fort Peck project in accordance with the requirements of 
the Bureau. The Secretary of War shall provide and maintain for the use of the 
Bureau at said Fort Peck project adequate station space and equipment, including 
such switches, switchboards, instruments, and dispatching facilities as may be 
required by the Bureau for proper reception, handling, and dispatching of the 
electric energy produced at the said project, together with transformers and other 
equipment required by the Bureau for the transmission of such energy from that 
place at suitable voltage to the markets which the Bureau desires to serve. 

(b) In order to encourage the widest possible use of all electric energy that 
can be generated and marketed and to provide reasonable outlets therefor, and 
to prevent the monopolization thereof by limited groups, the Bureau is authorized 
and directed to provide, construct, operate, maintain, and improve such electric 
transmission lines and substations, and facilities and structures appurtenant 
thereto, as it finds necessary, desirable, or appropriate for the purpose of trans- 
mitting electric energy, available for sale, from the Fort Peck project to existing 
and potential markets, and, for the purpose of interchange of electric energy, to 
interconnect the Fort Peck project with either private or with other Federal 
projects and publicly owned power systems now or hereafter constructed. 

(c) The Secretary of the Interior is authorized, in the name of the United States, 
to acquire, by purchase, lease, condemnation, or donation, such real and personal 
property, or any interest therein, including lands, easements, rights-of-way, 
franchises, electric transmission lines, substations, and facilities and structures 
appurtenant thereto, as he finds necessary or appropriate to carry out the purposes 
of this Act. Title to all property and property rights acquired by said Secretary 
shall be taken in the name of the United States. 

(d) The Secretary of the Interior shall have power to acquire any property or 
property rights, including patent rights, which in his opinion are necessary to 
carry out the purposes of this Act, by purchase, lease, donation, or by the exercise 
of the right of eminent domain and to institute condemnation proceedings therefor 
in the same manner as is provided by law for the condemnation of real estate. 

(e) The Secretary of the Interior is authorized, in the name of the United 
States, to sell, lease, or otherwise dispose of such personal property as in his 
judgment is not required for the purposes of this Act and such real property and 
interests in land acquired in connection with construction or operation of electric 
transmission lines or substations as in his judgment are not required for the 
purposes of this Act. 

(f) Subject to the provisions of this Act, the Bureau is authorized, in the name 
of the United States, to negotiate and enter into such contracts, agreements, and 
—peante as it shall find necessary or appropriate to carry out the purposes 
of this Act. 
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Sec. 3. As employed in this Act, the term ‘‘public body,” or “public bodies,” 
means States, public power districts, counties, and municipalities, including 
agencies or subdivisions of any thereof. 

As employed in this Act, the term ‘cooperative,’”’ or ‘cooperatives,’ means 
any form of nonprofit-making organization or organizations of citizens supplying, 
or which may be created to supply, members with any kind of goods, commodities, 
or services, as nearly as possible at cost. 

Sec. 4. In order to insure that the facilities for the generation of electric energy 
at the Fort Peck project shall be operated for the benefit of the general public, 
and particularly of domestic and rural consumers, the Bureau shall at all times, 
in disposing of electric energy generated at said project, give preference and 
priority to public bodies and cooperatives. 


FORT PECK ACT 


Src. 5. Schedules of rates and charges for electric energy produced at the Fort 
Peck project and sold to purchasers as in this Act provided shall be prepared by the 
Bureau and become effective upon confirmation and approval thereof by the Federal 
Power Commission. Subject to confirmation and approval by the Federal Power 
Commission, such rate schedules may be modified from time to time by the Bureau 
and shall be fixed and established with a view to encouraging the widest possible diversi- 
fied use of electric energy. The said rate schedules may provide for uniform rate 
or rates uniform throughout prescribed transmission areas in order to extend the 
benefits of an integrated transmission system and encourage the equitable dis- 
tribution of the electric energy developed at the Fort Peck project. 

Src. 6. It is the intent of Congress that rate schedules for the sale of electric 
energy which is or may be generated at the Fort Peck project in excess of the 
amount required for operating the dam and appurtenant works at said project 
shall be determined with due regard to and predicated upon the fact that such 
electric energy is developed from water power created as an incident to the 
construction of the dam in the Missouri River at the Fort Peck project for the 
purposes set forth in section 1 of this Act. Rate schedules shall be drawn having 
regard to the recovery (upon the basis of the application of such rate schedules 
to the capacity of the electric facilities of Fort Peck project) of the cost of pro- 
ducing and transmitting such electric energy, including the amortization of the 
capital investment over a reasonabie period of years. Rate schedules shall be 
based upon an allocation of costs made by the Federal Power Commission. In 
computing the cost of electric energy developed from water power created as an incident 
to and a byproduct of the construction of Fort Peck project, the Federal Power Com- 
mission may allocute to the costs of electric facilities such a share of the cost of facilities 
having joint value for the production of electric energy and other purposes as the 
power development may fairly bear as compared with such other purposes. 

Sec. 7. Notwithstanding any other provision of law, all purchases and contracts 
made by the Bureau or the Secretary of War for supplies or for services, except 
for personal services, shall be made after advertising, in such manner and at such 
times, sufficiently in advance of opening bids, as the Bureau or Secretary of War, 
as the case may be, shall determine to be adequate to insure notice and opportunity 
for competition. Such advertisement shall not be required, however, when (1) an 
emergency requires immediate delivery of the supplies or performance of the 
services; or (2) repair parts, accessories, supplemental equipment, or services are 
required for supplies or services previously furnished or contracted for; or (3) the 
aggregate amount invoived in any purchase of supplies or procurement of services 
does not exceed $500; in which cases such purchase of supplies or procurement of 
services may be made in the open market in the manner common among business- 
men. In comparing bids and in making awards, the Bureau or the Secretary of 
War, as the case may be, may consider such factors as relative quality and 
adaptability of supplies or services, the bidder’s financial responsibility, skill, 
experience, record of integrity in dealing, and ability to furnish repairs and 
maintenance services, the time of delivery or performance offered, and whether 
the bidder has complied with the specifications. 

Sec. 8. (a) The Bureau, subject to the requirements of the Federal Water Power 
Act, shall keep complete and accurate accounts of operations, including all funds 
expended and received in connection with transmission and sale of electric energy 
generated at the Fort Peck project. 

(b) The Bureau may make such expenditures for offices, vehicles, furnishings, 
equipment, supplies, and books; for attendance at meetings: and for such other 
facilities and services as it may find necessary for the proper administration of 
this Act. 
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ec) In December of each year, the Secretary of the Interior shall file with the 
Congress a financial statement and a complete report as to the transmission and 
sale of electric energy generated at the Fort Peck project during the preceding 
governmental fiscal year 

Sec. 9. The Secretary of the Interior, the Secretary of War, and the Federal 
Power Commission, respectively, shall appoint such attorneys, engineers, and other 
experts as may be necessary for carrying out the functions entrusted to them under 
this Act, without regard to the provisions of the civil-service laws, and shall fix the 
compensation of each of such attorneys, engineers, and other experts at not to exceed 
$7,500 per annum; and they may, subject to the civil-service laws, appoint such other 
officers and employees as may be necessary to carry out such functions and fix their 





salaries in accordance h the Classification Act of 1923,as amended. Inthe admin- 
istration of this Act the services of regular employees in the Bureau may be 
utilized and an equitabl part ol the salaries of such employees whose services are 
thus utilized may be charged by the Bureau to the operating costs of the power 


features of the Fort Peck project. The Bureau similarly may utilize and charge 
for facilities of the Bureau which economically can be used in connection with the 
administration of this Act. 

Src. 10. All receipts from transmission and sale of electric energy generated at 
the Fort Peck project shall be covered into the Treasury of the United States to 
the credit of miscellaneous receipts, save and except that the Treasury shall set 
up and maintain from such receipts a continuing fund of $500,000, to the credit 
of the Bureau and subject to expenditure by it, to defray the operating expense of 
generation and transmission of power delivered to the Bureau for disposal under 
this Act, to defray emergency expenses and to insure continuous operation. 
There is hereby authorized to be appropriated from time to time, out of moneys in 
the Treasury not otherwise appropriated, such sums as may be necessary to carry 
out the provisions of this Act, including installation of equipment and machinery 
for the generation of electric energy, and facilities for its transmission and sale. 

Sec. 11. The Secretary of the Interior may, in the name of the United States, 
under the supervision of the Attorney General, bring such suits at law or in equity 
as in his judgment may be necessary to carry out the purposes of this Act; and 
he shall be represented in the prosecution and defense of all litigation affecting 
the status or operation of the Fort Peck project by the United States attorneys 
for the districts, respectively, in which such litigation may arise, or by such attor- 
ney or attorneys as the Attorney General may designate as authorized by law, in 
conjunction with the regularly employed attorneys of the Bureau. 

Src. 12. If any provision of this Act or the application of such provision to any 
person or circumstances shall be held invalid, the remainder of the Act and the 
application of such provisions to persons or circumstances other than those as to 
which it is held invalid shall not be affected thereby. [Italics added.] 


Approved, May 18, 1938 (52 Stat. 403). 





Exursit G 
3ONNEVILLE Act 


[Public, No. 329, 75th Congress] 


[H. R. 7642] 


AN ACT To authorize the completion, maintenance, and operation of Bonneville project for navigation, 
and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That for the purpose of improving navigation on 
the Columbia River, and for other purposes incidental thereto, the dam, locks, 
power plant, and appurtenant works now under construction at Bonneville, 
Oregon, and North Bonneville, Washington (hereinafter called Bonneville project), 
shall be completed, maintained, and operated under the direction of the Secretary 
of War and the supervision of the Chief of Engineers, subject to the provisions 
of this Act relating to the powers and duties of the Bonneville power administrator 
provided for in section 2 (a) (hereinafter called the administrator) respecting the 
transmission and sale of electric energy generated at said project. The Secretary 
of War shall provide, construct, operate, maintain, and improve at Bonneville 
project such machinery, equipment, and facilities for the generation of electric 
energy as the administrator may deem necessary to develop such electric energy 
as rapidly as markets may be found therefor. The electric energy thus generated 
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and not required for the operation of the dam and locks at such project and the 
navigation facilities employed in connection therewith shall be delivered to the 
administrator, for disposition as provided in this Act. 

Sec. 2. (a) The electric energy generated in the operation of the said Bonneville 
project shall be disposed of by the said administrator as hereinafter provided. The 
administrator shall be appointed by the Secretary of the Interior; shall be respon- 
sible to said Secretary of the Interior; shall receive a salary at the rate of $10,000 
per year; and shall maintain his principal office at a place selected by him in the 
vicinity of the Bonneville project. The administrator shail, as hereinafter provided, 
make all arrangements for the sale and disposition of electric energy generated at 
Bonneville project not required for the operation of the dam and locks at such project 
and the navigation facilities employed in connection therewith. He shall act in 
consultation with an advisory board composed of a representative designated by the 
Secretary of War, a representative designated by the Secretary of the Interior, a 
representative designated by the Federal Power Commission, and a representative 
designated by the Secretary of Agriculture. The form of administration herein 
established for the Bonneville project is intended to be provisional pending the 
establishment of a permanent administration for Bonneville and other projects 
in the Columbia River Basin. The Secretary of War shall install and maintain 
additional machinery, equipment, and facilities for the generation of electric 
energy at the Bonneville project when in the judgment of the administrator such 
additional generating facilities are desirable to meet actual or potential market 
requirements for such electric energy. The Secretary of War shall schedule the 
operations of the several electrical generating units and appurtenant equipment 
of the Bonneville project in accordance with the requirements of the administrator. 
The Secretary of War shall provide and maintain for the use of the administrator 
at said Bonneville project adequate station space and equipment, including such 
switches, switchboards, instruments, and dispatching facilities as may be required 
by the administrator for proper reception, handling, and dispatching of the electric 
energy produced at the said project, together with transformers and other equip- 
ment required by the administrator for the transmission of such energy from that 
place at suitable voltage to the markets which the administrator desires to serve. 

(b) In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups, the administrator is author- 
ized and directed to provide, construct, operate, maintain, and improve such 
electric transmission lines and substations, and facilities and structures appur- 
tenant thereto, as he finds necessary, desirable, or appropriate for the purpose of 
transmitting electric energy, available for sale, from the Bonneville project to 
existing and potential markets, and, for the purpose of interchange of electric 
energy, to interconnect the Bonneville project with other Federal projects and 
publicly owned power systems now or hereafter constructed. 

(c) The administrator is authorized, in the name of the United States, to 
acquire, by purchase, lease, condemnation, or donation, such real and personal 
property, or any interest therein, including lands, easements, rights-of-way, 
franchises, electric transmission lines, substations, and facilities and structures 
appurtenant thereto, as the administrator finds necessary or appropriate to carry 
out the purposes of this Act. Title to all property and property rights acquired 
by the administrator shall be taken in the name of the United States. 

(d) The administrator shall have power to acquire any property or property 
rights, including patent rights, which in his opinion are necessary to carry out the 
purposes of this Act, by the exercise of the right of eminent domain and to institute 
condemnation proceedings therefor in the same manner as is provided by law for 
the condemnation of real estate. 

(e) The administrator is authorized, in the name of the United States, to sell, 
lease, or otherwise dispose of such personal property as in his judgment is not 
required for the purposes of this Act and such real property and interests in land 
acquired in connection with construction or operation of electric transmission 
lines or substations as in his judgment are not required for the purposes of this 
Act: Provided, however, That before the sale, lease, or disposition of real property 
or transmission lines, as herein provided, the administrator shall secure the ap- 
proval of the President of the United States. 

(f) Subject to the provisions of this Act, the administrator is authorized, in 
the name of the United States, to negotiate and enter into such contracts, agree- 
ments, and arrangements as he shall find necessary or appropriate to carry out 
the purposes of this Act. 

Sze. 3. As employed in this Act, the term ‘‘publie body”’, or “public bodies’, 
means States, public power districts, counties, and municipalities, including agen- 
cies or subdivisions of any thereof. 
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As employed in this Act, the term “cooperative”, or “cooperatives”, means any 


form of non-profit-making organization or organizations of citizens supplying, or 
which may be created to supply, members with any kind of goods, commodities, 
or services, as nearly as possible at cost. 

Sec. 4. (a) In order to insure that the facilities for the generation of electric 
energy at the Bonneville project shall be operated for the benefit of the general 
public, and particularly of domestic and rural consumers, the administrator shall 
at all times, in disposing of electric energy generated at said project, give preference 
and priority to public bodies and cooperatives. 

(b) To preserve and protect the preferential rights and priorities of public 
bodies and cooperatives as provided in section (a) and to effectuate the intent and 
purpose of this Act that at all times up to January 1, 1941, there shall be available 
for sale to public bodies and cooperatives not less than 50 per centum of the 
electric energy produced at the Bonneville project, it shall be the duty of the 
administrator in making contracts for the sale of such energy to so arrange such 
contracts as to make such 50 per centum of such energy available to said public 
bodies and cooperatives until January 1, 1941: Provided, That the electric energy 
so reserved for but not actually purchased by and delivered to such public bodies 
and cooperatives prior to January 1, 1941, may be disposed of temporarily so long 
as such temporary disposition will not interfere with the purchase by and delivery 
to such public bodies and cooperatives at any time prior to January 1, 1941: 
Provided further, That nothing herein contained shall be construed to limit or 
impair the preferential and priority rights of such publie bodies or cooperatives 
after January 1, 1941; and in the event that after such date there shall be con- 
flicting or competing applications for an allocation of electric energy between any 
public body or cooperative on the one hand and a private agency of any character 
on the other, the application of such — body or cooperative shall be granted. 

(c) An application by any public body or cooperative for an allocation of 
electric energy shall not be denied, or another application competing or in conflict 
therewith be granted, to any private corporation, company, agency, or person, 
on the ground that any proposed bond or other security issue of any such public 
body or cooperative, the sale of which is necessary to enable such prospective 
purchaser to enter into the public business of selling and distributing the electric 
energy proposed to be purchased, has not been authorized or marketed, until 
after a reasonable time, to be determined by the administrator, has been afforded 
such public body or cooperstive to have such hond or other security issue auth- 
orized or marketed. 

(d) It is declared to be the policy of the Congress, as expressed in this Act, to 
preserve the said preferential status of the public bodies and cooperatives herein 
referred to, and to gove to the prople of the States within economic transmission 
distance of the Bonneville project reasonable opportunity and time to hold any 
election or elections or take any action necessary to create such public bodies and 
cooperatives as the laws of such States authorize and permit, and to afford such 
publie bodies or cooperatives reasonable time and opportunity to take any action 
necessary to authorize the issuance of bonds or to arrange other financing necessary 
to construct or acquire necessary and desirable electric distribution facilities, and 
in all other respects legally to become qualified purchasers and distributors of 
electric energy available under this Act. 

Sec. 5. (a) Subject to the provisions of this Act and to such rate schedules as the 
Federal Power Commission may approve, as hercinafter provided, the administrator 
shall negotiate and enter into contracts for the sale at wholesale of electric energy, either 
for resale or direct consumption, to public bodies and cooperatives and to private 
agencies and persons. Contracts for the sale of electric energy to any private 
person or agency other than a privately owned public utility engaged in selling 
electric energy to the general public, shall contain a provision forbidding such 
private purchaser to resell any of such electric energy so purchased to any pri- 
vate utility or agency engaged in the sale of electric energy to the general public, 
and requiring the immediate canceling of such contract of sale in the eveat of 
violation of such provision. Contracts entered into under this subsection shall 
be binding in accordance with the terms thereof and shall be effective for such 
period or periods, including renewals or extensions, as may be provided therein, 
not exceeding in the aggregate twenty years from the respective dates of the mak- 
ing of such contracts. Contracts entered into under this subsection shall contain 
(1) such provisions as the administrator and purchaser agree upon for the equitable 
adjustment of rates at appropriate intervals, not less frequently than once in every 
five years, and (2) in the case of a contract with any purchaser engaged in the 
business of selling electric energy to the general public, the contract shall provide 
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that the administrator may cancel such contract upon five years’ notice in wnting 
if in the judgment of the administrator any part of the electric energy purchased 
under such contract is likely to be needed to satisfy the requirements of the said 
public bodies or cooperatives referred to in this Act, and that such cancelation 
may be with respect to all or any part of the electric energy so purchased under 
said contract to the end that the preferential rights and priorities accorded public 
bodies and cooperatives under this Act shall at all times be preserved. Contracts 
entered into with any utility engaged in the sale of electric energy to the general 
public shall contain such terms and conditions, including among other things 
stipulations concerning resale and resale rates by any such utility, as the admin- 
istrator may deem necessary, desirable or appropriate to effectuate the purposes 
of this Act and to insure that resale by such utility to the ultrmate consumer 
shall be at rates which are reasonable and nondiscriminatory. Such contract 
shall also require such utility to keep on file in the office of the administrator a 
schedule of all its rates and charg2s to the publie for electric energy and such 
alterations and changes therein as may be put into effect by such utility. 

(b) The administrator is authorized to enter into contracts with public or 
private power systems for the mutual exchange of unused excess power upon 
suitable exchange terms for the purpose of economical operation or of providing 
emergency or breakdown relief. 

Src. 6. Schedules of rates and charges for electric energy produced at the Bonneville 
project and sold to purchasers as in this Act provided shall be prepared by the ad- 
ministrator and become effective upon confirmation and approval thereof by the 
Federal Power Commission. Subject to confirmation and approval by the Federal 
Power Commission, such rate schedules may be modified from time to time by the 
administrator, and shall be fixed and established with a view to encouraging the widest 
possible diversified use of electric energy. ‘The said rate schedules may provide for 
uniform rates or rates uniform throughout prescribed transmission areas in order 
to extend the benefits of an integrated transmission system and encourage the 
equitable distribution of the electric energy developed at the Bonneville project. 

Sec. 7. It is the intent of Congress that rate schedules for the sale of electric 
energy which is or may be generated at the Bonneville project in excess of the 
amount required for operating the dam, locks, and appurtenant works at said 
project shall be determined with due regard to and predicated upon the fact that 
such electric energy is developed from water power created as an incident to the 
construction of the dam in the Columbia River at the Bonneville project for the 
purposes set forth in section 1 of this Act. Rate schedules shall be drawn having 
regard to the recovery (upon the basis of the application of such rate schedules 
to the capacity of the electric facilities of Bonneville project) of the cost of pro- 
ducing and transmitting such electric energy, including the amortization of the 
capital investment over a reasonable period of years. Rate schedules shall be 
based upon an allocation of costs made by the Federal Power Commission. In com- 
puting the cost of electric energy developed from water power created as an incident to 
and a byproduct of the construction of the Bonneville project, the Federal Power Com- 
mission may allocate to the costs of electric facilities such a share of the cost of facilities 
having joint value for the production of electric energy and other purposes as the power 
development may fairly tear as compared with such other purposes. 

Sec. 8. Notwithstanding any other provision of law, all purchases and con- 
tracts made by the administrator or the Secretary of War for supplies or for 
services except for personal services, shall be made after advertising, in such 
manner and at such times, sufficiently in advance of opening bids, as the adminis- 
trator or Secretary of War, as the case may be, shall determine to be adequate to 
insure notice and opportunity for competition. Such advertisement shall not 
be required, however, when (1) an emergency requires immediate delivery of the 
supplies or performance of the services; or (2) repair parts, accessories, supple- 
mental equipment, or services are required for supplies or services previously 
furnished or contracted for; or (3) the aggregate amount involved in any purchase 
of supplies or procurement of services does not exceed $500; in which cases such 
purchases of supplies or procurement of services may be made in the open market 
in the manner common among businessmen. In comparing bids and in making 
awards, the administrator or the Secretary of War, as the case may be, may con- 
sider such factors as relative quality and adaptability of supplies or services, the 
bidder’s financial responsibility, skill, experience, record of integrity in dealing, 
and ability to furnish repairs and maintenance services, the time of delivery or 
performance offered, and whether the bidder has complied with the specifications. 

Sec. 9. (a) The administrator, subject to the requirements of the Federal Water 
Power Act, shall keep complete and accurate accounts of operations, including all 
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ls expended and eceived in connection with transmission and sale of electric 
energy generated at the Bo neville project 


b) The administrator may make such expenditures for offices, vehicles, furnish- 
r attendance at meetings; and for such 
other facilities and services as he may find necessary for the proper administration 





gs, equipment, supplies, and books; f 





f this Act 

c) In December of each year, the administrator shall file with the Congress, 
hrough the Secretary of the Interior, a financial statement and a complete report 
as to the transmission and sale of electric energy generated at the Bonneville 
project during the preceding governmental fiscal year. 


Src. 10. The administrator, the Secretary of War, and the Federal Power Com- 
ission, respectively, shall appoint such attorneys, engineers, and other experts as 
iy be necessary for carrying out the functions entrusted to them under this Act, 
thout regard to the provisions of the civil-service laws and shall fix the compensation 
of each of such attorneys, engineers, and other experts at not to exceed $7,500 per 
annum; and they may, subject to the civil-service laws, appoint such other officers and 
employees as may be necessary to carry out such functions and fix their salaries in 
accordance with the ( assification Act of 1928 as amended. 

Sec. 11. All receipts from transmission and sale of electric energy generated at 
the Bonneville project shall be covered into the Treasury of the United States to 
the credit. of miscellaneous receipts, save and except that the Treasury shall set 
ip and maintain from such receipts a continuing fund of $500,000, to the credit 
of the administrator and subject to check by him, to defray emergency expenses 
and to insure continuous operation. There is hereby authorized to be appro- 
priated from time to time, out of moneys in the Treasury not otherwise appro- 
priated, such sums as may be necessary to carry out the provisions of this Act, 
including installation of equipment and machinery for the generation of electric 
energy and facilities for its transmission and sale. 

Sec. 12. The administrator may, in the name of the United States, under the 
supervision of the Attorney General, bring such suits at law or in equity as in his 
judgment may be necessary to carry out the purposes of this Act; and he shall be 
represented in the prosecution and defense of all litigation affecting the status or 
operation of Bonneville project by the United States Attorneys for the districts, 
respectively, in which such litigation may arise, or by such attorney or attorneys 
as the Attorney General may designate as authorized by law, in conjunction with 
the regularly employed attorneys of the administrator. 

Sec. 13. If any provision of this Act or the application of such provision to any 
person or circumstance shall be held invalid, the remainder of the Act and the 
application of such provision to persons or circumstances other than those as to 
which it is held invalid shall not be affected thereby. [Italics added.] 

Approved, August 20, 1937 (50 Stat. 731). 











Eexuarpit H 
Section 5 OF THE FLoop Conrrou Act or 1944 


Sec. 5. Electric power and energy generated at reservoir projects under the 
control of the War Department and in the opinion of the Seeretary of War not 


required in the operation of such projects shall be delivered to the Secretary of 
the Interior, who shall transmit and dispose of such power and energy in such 
manner as to eneourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal Power Com- 
i Rate sch duk shall be drawn having regard to the recovery (upon 
is of the application of such rate schedules to the eapacity of the electric 
st of producing and transmitting such electric 
energy, including the amortization of the capital investment allocated to power 





s of the projects of the ec 








over a reasonable period of vears. Preference inthe sale of such power and energy 
shall be given to publie bodies and cooperatives. The Secretary of the Interior 
s authorized funds to be appropriated by the Congress, to construct or 
acquire, by p or other agreement, only such transmission lines and related 
facilities as may be necessary in order to make the power and energy generated at 
said projects avalable in wholesale quantities for sale on fair and reasonable terms 
and conditions to facilities owned by the Federal Government, public bodies, 
cooperatives, and privately owned companies, All moneys received from such 


sa'es shall be deposited in the Treasury of the United States as miscellaneous 
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Exarsir | 


RESOLUTION OF THE COLORADO STATE ASSOCIATION oF REA 
N 


COOPERATIVES ON 
4 New BuREAv OF RECLAMATION Pow®rR POLicy AND CONTR 


rRacT REVISIONS 
Annual Meeting, Craig, Colo., S« ptember 18, 1953 


Whereas the recently announced po’er policy for the Bureau of Reclamation 
strikes at the heart of the rural electrification program in Colorado, Wyoming, 
“Nebraska, and in every other State in the Nation where the rural electrics receive 
federally generated power, and Kansas and other States now planning the inte- 
gration of Federal power, and 

Whereas this attack is all-out insofar as the claimed powers of the Secretary 
of the Interior will allow, and is a deliberate and open attack upon the preference 
clause as expressed in the various Federal power statutes and so important to 
the farmers of this country, and 

Whereas the elimination of the withdrawal clause from the contracts with 
nonpreference customers and the decision to sign long-term contracts with non- 
preference customers for all remaining firm energy is a partial abrogation of the 
‘ights of preference customers, and 

Whereas this new policy will affect the rural electrics in the following ways: 

1) It will force them to void old power contracts with the Bureau and accept 
new contracts or face the loss of all power from the Government projects within 
3 vears; @ loss so devastating as to leave no doubt that new contracts can be 
imposed. 

(2) It will force all of the rural electrics to contract for power capacity beyond 
their present needs or face the prospect of power shortages within a very short 
time. This forced contracting for more power than now required will result in 
a sharp increase in power costs to rural people; however, this increase in power 
costs to the members of the rural electrics will be accompanied by an actual 
decrease in Federal revenues from power sales—the benefits of this decrease in 
Federal revenues being turned over to the profit utilities in the form of cheap, 
dump energy. 

(3) The net effects of the forcing of new contracts is a blow to the entire rural 
electrification program. The financial feasibility of new extensions to farmers 
not vet served, the financial stability and loan-repayment ability of already 
existing rural electric systems and the possibility of maintaining good service to 
existing ecustomers—are all endangered by this new policy. For this poliey not 
only increases our power costs but places a ceiling on our power supply insofar as 
existing and authorized projects are concerned. And, in addition to all this, the 
taxpayers of this country will suffer from decreased Federal power revenues: 
Now therefore be it 

Resolved, That we, the delegates to this annual meeting of the Colorado State 
Association of REA Cooperatives, meeting in Craig, Colo., September 18, 1953, 
protest this new power policy vigorously and bitterly. We pledge ourselves to 
every effort to defeat this attempt to cripple our fine program. 

To this end, we urge that copies of this resolution be sent to all directors and 
managers of our association; to the National Rural Electric Cooperative Asso- 
ciation with a request that it be distributed to every rural electric system in the 
country; to our Representatives and Senators in Congress and the Governor of 
Colorado; and to President Eisenhower, Secretary of the Interior McKay, 
Assistant Secretary Aandahl, and Reclamation Commissioner Wilbur E. Dex- 
heimer, and that the editor of the Colorado Rural Electric ..ews cause the same 
to be printed in prominence in its October 1953 issue. 

Further, we urge the rural electric system directors and managers of the States 
of Colorado, Wyoming, Nebraska, Kansas, and other affected States to make a 
study immediately of the effects of this policy on their systems and to take all 
possible steps to (1) defeat this crippling attempt to change 50 years of congres- 
sional Federal power policy by administrative action and (2) protect themselves 
as best possible in the interim by preparing for new contract negotiations. 

Moreover, we request that the officers and executive manager of the National 
Rural Electric Cooperative Association and a delegation from each of the States 
affected seek an audience immediately with President Fisenhower and urge him 
to intervene in our behalf, explaining to him the consequences of this new policy 
in terms of his pledges ‘‘to support a sound rural electrification program.”’ 

And, lastly, we urge National Rural Electric Cooperative Association to employ 
competent counsel to inquire into the legality of this change in policy, and, if 
practical, to initiate court action against this shameful attack upon our program 
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and the equally shameful attempt to reduce the power revenues of the Federal 
Government to provide a subsidy to the profit utilities. 





Eixuipir J 
ReGion VI RESOLUTIONS 
Rapid City, 8. Dak., October 5-6, 1953 
MANAGEMENT 


Resolved, That we vigorously oppose the proposed increase in interest rates for 
REA and RTA. We point with pride to the fact that REA has been and is 
self-liquidating Feasibility of many of our projects was made possible only by 
low-cost wholesale power and the reduced interest rates to 2 percent. Increasing 
this rate, as now proposed, will be a vicious below-the-belt blow to farmers in 
need of modern electric and telephone service 

We respectfully urge all directors to give continued attention to improving labor 
relations with their emplovees, and public relations with the public in general. 
We also invite the continued cooperation on a legislative level of agriculture, 
labor, and business to the end that the standard of living of all may be improved. 

We hereby commend Congress for making reasonably adequate appropriations 
available for REA and RTA construction loans in the last session, and 

We pledge ourselves to so conduct the affairs of our cooperatives in the interests 
of the welfare of rural peoples and the general economic and social welfare of the 
Nation as a whole to the end that we may continue to merit the support of the 
Congress. 

POWER AND GENERATION 


Whereas the rural electrification program was relatively late in coming to much 
of the Missouri Valley area due to lack of adequate power supply, high rates and 
the sparseness of rural settlement, and 

Whereas many rural electrification loans in the Missouri Valley States have 
been made in anticipation of the borrowers’ ultimate access to Missouri River 
power and the economic justification of these loans is based on the responsibility 
of the Bureau of Reclamation to market Missouri Basin power in accordance 
with the preference clause of the Flood Control Act of 1944, and the traditional 
Federal power policy established over a 40-vear period, and 

Whereas many rural electric cooperatives throughout the Missouri Vallev area 
already are experiencing difficulty in economically meeting their rapidly growing 
power demands, and 

Whereas the Department of the Interior has now announced a new power 
policy and new power marketing criteria for the Missouri Valley which seeks to 
relieve the Bureau of Reclamation of its responsibility for marketing Missouri 
Basin power in accordance with established policies by making firm power available 
to nonpreference commercial power companies on a 20-year nonwithdrawable 
basis, and 

Whereas the new power policy will raise wholesale power rates to preference 
customers, and 

Whereas the new criteria minimizes purchase by the Government of thermal 
energy, Which fact will further raise the wholesale rates of some preference cus- 
tomers and which will reduce the guaranties of power available to preference 
customers from the Missouri Basin hydro projects, and 

Whereas the new criteria will cause insufficient power to be available from the 
Missouri Basin dams for the rural] electrification program for even reasonable load 
growth over a number of years, because certain rural electric systems will be 
unable to accept immediate delivery of large blocks of power because adequate 
transmission facilities cannot be made available within the stipulated 90-day 
period, and 

Whereas the Department of the Interior has allowed the rural electric systems 
but 90 days to apply for the available power, and 

Whereas the commercial power companies of the Missouri Valley are already 
receiving substantial benefits and are about to receive other substantial benefits 
from Missouri River hydro projects completed and under construction, and 

Whereas it is our opinion that the almost complete reversal by the Federal 
Government of its long-established power program, including the weakening, if 
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not the destruction, of the preference clause, will have the effect of delaying rural 
electrification service to many unserved farms and ranches and of making power 
scarcer and costlier for those already served, and 

Whereas the administration in power, through its party platform and the 
President of the United States in many speeches last year, assured the people that 
both the rural electrification program and the Federal power program would go 
forward, not backward, and 

Whereas it is hard for us to believe that the President of the United States and 
the Secretary of the Interior are sufficiently aware of the destructive effect of these 
policies which evidently are being sold to the administration by commercial inter- 
ests: Now, therefore, be it 

Resolved, That we express our great disappointment in the announcement of 
these new policies which will retard or wreck our rural electrification program in 
many areas, and that we appeal to the President and the Secretary of the Interior 
to reverse the Administration’s announced policies and return to the Bureau of 
teclamation power marketing policies which have grown up over a period of some 
40 years and have become a major factor in the progressive economy of this great 
valley and other parts of the United States, and that we ask each of our governors 
and Members of Congress to appeal to the President and the Secretary of the 
Interior quickly to not fasten this harsh and destructive policy upon us; and 
be it further 

Resolved, That all member cooperatives take immediate steps through their 
newsletters, State publications, and all other means at their command to acquaint 
all of their consumer members with the details of this insidious campaign that is 
apparently underway to undermine the very existence of the electric cooperatives 
and to make nonexistent the long-time Federal preference policy. 

Whereas the natural resources of our Nation are diminishing; and 

Whereas the development of our river basins by the construction of multi- 
purpose dams by the Federal Government has given the people the ultimate 
benefits of the related natural resources: Now, therefore, be it 

Resolved, That we urge the Congress and the President of the United States to 
do evervthing within their authority to restore the development of Hells Canyon 
and similar projects to the people through our Federal Government. 


rELEPHONES 


We urge Congress to make available adequate appropriations to permit speeay 
completion of modern telephone service to all rural people. We urge expeditious 
administration of the program by REA itself. We urge wholehearted cooperation 
of the entire telephone industry to that end. We commend all cooperation 
already given in that direction. We urge rapid completion of the telephone 
service field both as a highly desirable phase of a sound defense program and as a 
desirable extension of a decent American standard of living and efficient produc- 
tion on the land. 

CENERAL 


Whereas the Honorable Ancher Nelsen has been appointed as Administrator of 
the Rural Electrification Administration; and 

Whereas the said Ancher Nelsen, because of his experience with farming in 
region VI, is cognizant of the needs of electric and telephone service for our rural 
families resicing in the Midwestern States: Now, therefore, be it 

Resolved, That we, the members of region V1, extend our congratulations and 
best wishes to Mr. Nelsen on his appointment as Administrator, and we pledge 
our support and cooperation to him in the furtherance of our program. 


APPRECIATION 


Resolved, That we again pledge our confidence and support of our NRECA. 
We recognize the untiring efforts of the national board of NRECA, and particu- 
larly of Clyde T. Ellis, executive manager, as they seek to serve the real interests 
of rural America. Through disappointments and the relentless efforts of adverse 
interests, we pledge to them our support. 

We, the members of region VI, hereby express our sincere thanks and apprecia- 
tion to Rapid City for its genuine hospitality, and to all our speakers and enter- 
tainers, and to each and everyone who helped to make this convention an out- 
standing success. 
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Exuisir K 





Reacion IX RESOLUTIONS 





Billings, Mont., October 8—9, 1953 

Be it resolved by the duly authorized delegates of region IX of the National 
Rural Electric Cooperative Association, comprising representatives of the rura 
electric systems of Alaska, California, Idaho, Utah, Washington, Oregon, and 
Montana, assembled illings, Mont., October 9, 1953, that we endorse and 
adopt the following policies and, be it further 

Re ved, That the board of directors and officers of NRECA are re juested to 
take such action as they deem appropriate for the furtherance of these policies: 

1. We reaffirm our support of the policies and program of the National Rural 


Electric Cooperative Association, and we express our confidence in the adminis- 
tration of these policies 

2. We endorse the NRECA policy of publishing the voting records of Congress- 
men and Senators 

3. We issue a standing invitation to REA administrative and field personne! 
to attend future region IX meetings 

1. We urge REA to continue the bookkeeper course, or in the alternative, 
provide for its publication by the Government Printing Office. 

5. We reaffirm our support of the G. and T. program to the full extent provided 
by law. 

6. We urge REA and NRECA to study present depreciation and amortization 
policies and determine whether these policies are placing an excessive burden on 
rural electric cooperatives 

7. We oppose any artificial inflation of the REA interest rate above the present 
level of 2 percent 

8. We urge amendment of the REA Act to provide for optional repayment 
period of 50 vears 

9. We express concern regarding the withdrawal of the REA telephone film, 
and we urge its early reissue 

10. We urge continued support of the Wisconsin Electric Cooperative aluminum 
conductor program. 

11. We urge every rural electric system in region IX to prepare a written 
record of future cases of pirating of member consumers and to forward copies 
of these cases to NRECA and other association offices as appropriate, and to 
their neighboring cooperatives. 

12. We support the continuation of the Montana district office of the Bonne- 
ville Power Administration at Kalispell. 

13. We strongly support the present customer service policy of the Bonneville 
Power Administration with its provision for delivery of power at load centers at 
primary distribution voltage. 

14. We recommend the amendment of the Bonneville Act so as to enable the 
Administrator to purchase power under contract and under appropriate standards 
for the purpose of encouraging non-Federal agencies to install new generating 
facilities. 

15. We recommend that Congress provide for a nationwide study of the 
propaganda, lobbying, and political activities and expenditures of private electric 
utility corporations and of any organizations and associations supported by them, 
and that this study look toward the preparation of legislation to curtail these 
activities and expenditures as being contrary to the public interest. 

16. We disapprove of the increasing practice of the Appropriations Subcom- 
mittee of the Congress to enact legislation via committee report. 

17. We oppose the Capehart bill providing for the extension of the accelerated 
tax writeoff privilege, and secondly, we urge the repeal of section 124A of the 
Internal Revenue Code which now provides for accelerated amortization. 

18. We oppose the Ellsworth bill, H. R. 4646, which would increase the cost of 
power projects by requiring that timber companies be guaranteed substitute 
forest land for any land used for reservoirs. 

19. We urge the continued public control by the Government of the United 
States over atomic energy, and we also urge the Congress to authorize the con- 
struction of pilot atomic energy plants for electric power generation. 

20. We oppose the Dondero bill to curtail the TVA program, and we endorse 
the proposal of TVA to construct the Fulton steam plant. 

21. We reaffirm our view that Niagara Falls and the St. Lawrence River should 
be developed under public auspices with provision for preference in the sale of 
power to nonprofit agencies. 
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22. We endorse the statement of principles of the electric consumers conference, 


and we endorse the continuation of the electric consumers information committee. 

23. We endorse the Jackson bill providing that the Federal Power Com- 
mission shall not grant a license to construct a dam if such project would be 
inconsistent with comprehensive development of the entire river basin. 

24. We favor the authorization of Glacier View Dam on the north fork of the 
Flathead River, or in the alternative, we favor the enactment of the Metcalf 
bill, H. R. 6722, which provides for further study of Glacier View Dam. 

25. We urge that Congress authorize the Echo Park Dam in Utah. 

26. We reaffirm our endorsement of the Yellowtail Dam, the second power 
house at Fort Peck Dam, and the construction of a transmission loop inter 
connecting these projects with Canyon Ferry Dam, and including an intereconnec- 
tion with the Columbia River power system at Anaconda. 

27. We recommend that the Bonneville Power Administration and the Bureau 
of Reclamation jointly study the economic feasibility of interconnecting the 
Federal generating plants in the Columbia and Missouri River Basins. 

28. We urge the secretary of the Interior to disapprove of the Georgia Power 
Co. contract as now written and to insist upon the right of nonprofit agencies 
to contract directly with the Federal Government for power from Clark Hill Dam 
as preference customers, 

29. We oppose the construction of Mountain Sheep Dam as being inconsistent 
with the 308 Review Report of the Corps of Engineers. 

30. We urge the earliest possible start of construction of Iee Harbor Dam. 

31. We reaffirm our endorsement of the Devil Canyon Dam on the Susitna 
River in Alaska, and we urge a continuing program of investigations of hydro- 
electric sites and studies of load growth throughout Alaska, so as to encourage 
a more adequate supply of power at lower rates. 

32. We endorse Alaska statehood. 

33. We urge the modification of the no-new-starts policy so as to permit the 
construction of projects which are largely self-liquidating. 

34. We oppose the Buffalo Rapids Dam application of the Montana Power 
Co., and we favor instead congressional authorization of the much larger 
multiple-purpose Paradise Dam as recommended by the 308 Review Report of 
the Corps of Engineers. 

35. We protest the action and testimony of Under Secretary of the Interior 
Ralph Tudor in opposing the 230,000-volt Snohomish-Kitsap cable on the ground 
of engineering unfeasibility when in fact the Bonneville Power Administration had 
completed exhaustive studies and experiments which established engineering 
feasibility. We recommend the construction of this much needed transmission 
cable. 

36. We protest the recommendation of Under Secretary of the Interior Ralph 
Tudor which resulted in the decision by the Secretary of the Interior and the 
President to abandon the Hells Canyon Dam. We recommend that Congress 
authorize the construction of Hells Canyon Dam. 

37. We protest the instructions given by Under Secretary of the Interior 
Ralph Tudor to Assistant Secretary Fred Aandahl to plan on increasing the Bonneville 
Power Administration wholesale rates: (1) On the basis of a higher allocation 
of the cost of the dams to power and a lower allocation to navigation, flood 
control and irrigation; (2) on the basis that the interest component on power 
investment at Grand Coulee would no longer be available to assist in repaying part 
of that portion of the irrigation investment which cannot be paid by the water 
user and that therefore the difference must be made up by an added subsidy to 
irrigation from power revenues; and (3) on the basis of increasing the interest 
rate on power-dam investment from 2% percent to the interest rate on long-term 
bonds or about 34 percent. 

38. Dismissal of Finder Secretary of the Interior Ralph Tudor and congressional 
investigation of his activities.— 

Whereas the decision of the President and of the Secretary of the Interior to 
abandon the Hells Canyon Dam was based on the recommendation of Under 
Secretary of the Interior, Mr. Ralph Tudor, despite the fact that Mr. Tudor, as 
former district engineer of the Corps of Engineers at Portland, had participated 
in the preparation of the 308 Review Report which strongly urged the construction 
of Hells Canyon Dam; and 

Whereas Secretary of the Interior Douglas McKay and Assistant Secretary 
Fred Aandahl have repeatedly stated that they are not engineers and that they 
rely implicitly for advice in power matters upon Under Secretary of Interior 
Ralph Tudor; and 
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Whereas the decision of the President, the Secretary of the Interior, and other 
members of the Cabinet to adopt the new Federal power policy of August 18, 
1953, was based on the recommendation of Under Secretary of the Interior 
Ralph Tudor; and 

Whereas the new Federal power policy of August 18 has become the basis for 
the power-marketing criteria for the Missouri River Basin, dated September 13 
and 15, which results ia the abrogation of the preference clause by virtue of a 
strained and unprecedented interpretation that the preference applies only at the 
time a contract is signed, and 

Whereas the new Tudor power marketing criteria forces the rural electric 
cooperatives to abandon and cancel their existing power contracts in order to 
apply for an inferior contract; secondly, the new policy arbitrarily eliminates 
the 5-year pullback proviso which previously had afforded some protection for 
preference customers; and thirdly, the new policy assures the system of future 
additional power for only 2 years, whereupon the cooperative may find itself 
short of power; and 

Whereas the Tudor power marketing policy will result in higher power costs and 
in considerable uncertainty and harassment for rural electric cooperatives which 
may force some to operate in the red, to increase rates, to obtain power from 
private utilities, and possibly to sell out the cooperative; and 

Whereas the Tudor power marketing criteria reflects the personal prejudices 
of an individual and is in violation at least of the spirit, if not also the letter, of 
both the Fort Peck Act of 1938 and the Flood Control Act of 1944; and 

Whereas Under Seeretary of the Interior Ralph Tudor by his actions and testi- 
mony was successful in killing the much needed 230,000-volt Snohomish-Kitsap 
transmission cable; and 

Whereas Mr. Tudor has advocated various artificial methods for increasing 
Federal power rates by padding costs by means of higher interest rates on power 
investment, larger allocation of dam construction costs to power, allowance for 
absorbing steam costs of private power corporations and larger subsidies for 
irrigation; and 

Whereas these new Tudor rate criteria, if placed into effect, would result in a 
20- to-25-percent rate increase to customers of the Bonneville Power Administration 
effective December 20, 1954; and 

Whereas Mr. Tudor has been in charge of reorganizing the Interior Department 
and has pursued a policy of wrecking power agencies by firing several thousand 
people with emphasis on planning personnel, rate and load study experts, power 
marketing staff, and administrative people; and 

Whereas this list of complaints, and charges is not complete but is merely 
representative of the actions, attitudes and statements of Mr. Ralph Tudor which 
indicate a basic incompatibility between him and the laws which have been 
entrusted to him for administration; and 

Whereas it is our carefully considered collective opinion and belief that Mr. 
Ralph Tudor is not serving the best publie interest by continuing as Under 
Secretary of the Interior: Now, therefore, be it 

Resolved by Region 1X of the National Rural Electric Cooperative Association, 
meeting at Billings, Mont., October 9, 1953, That we urge the President of the United 
States to suspend Mr. Ralph Tudor from all duties and arrange for his separation 
from the Federal service; and be it further 

Resolved, That the House and Senate Committees on Interior and Insular 
Affairs be urged to conduct an investigation of the performance of duty of Mr. 
Ralph Tudor with a view to determining if any further action is necessary. 

39. Power Marketing Criteria of the Department of the Interior.— 

Whereas the Department of the Interior on September 13 and 15 announced 
power marketing criteria for the Missouri River Basin with indication that these 
policies will ultimately apply to power sales throughout the Western States and 
Alaska; and 

Whereas these criteria constitute a deliberate and open attack upon the prefer- 
ence clause as expressed in the various Federal power statutes which are so im- 
portant to the farmers of this country; and 

Whereas the criteria among other things provides (1) that cooperatives must 
surrender present power contracts in favor of inferior contracts; (2) that the load 
growth of the cooperatives will be taken care of under the new contracts for a 
period of only 2 years, whereupon the system may find itself short of power; 
(3) that there will be no pullback provision hereafter, such as the 5-year withdrawal 
clause of previous power contracts, which has provided some protection in the 
past; (4) that extra costs called capacity charges will be imposed if any system 
desires to contract for power to serve load growth beyond 2 years; (5) that the 
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Department will not pay any wheeling costs beyond 50 miles from the dam; and 
(6) that the Department will recognize the preference clause only at the time that 
it sets for the receipt of bids on available power supply; and 

Whereas these criteria will adversely affect rural electric systems (1) by increas- 
ing their costs; (2) by causing uncertainty and making it very difficult to do long- 
range planning; (3) by causing some systems to operate in the red, increase rates, 
abandon plans for further expansion and in some cases to sell the cooperative; and 

Whereas the power marketing criteria is in violation of the spirit, if not also of 
the letter, of the Fort Peck Act of 1938 and the Flood Control Act of 1944: Now, 
therefore, be it 

Resolved by Region IX of the National Rural Electric Cooperative Association, 
meeting at Billings, Mont., October 9, 1953, That we protest against these power 
marketing criteria, and in addition (1) that we request NRECA to examine at 
once into the legal questions involved; (2) that we apply for 20-year requirements 
contracts under the preference clauses of existing laws; and (3) that we intercede 
with the President for changing the policy. 





Exnisir L 


Recion VIII Resoivurions 
Oklahoma City, Okla., October 12-13, 1953 


POWER AND GENERATION 


Whereas the recently announced power policy for the Bureau of Reclamation, 
which sets a pattern for the power policy for all Federal agencies, strikes at the 
heart of the rural electrification prograin in every State in the Nation where the 
rural electrics receive federally generated power; and 

Whereas this attack is all-out insofar as the claimed powers of the Secretary 
of the Interior will allow, and is a deliberate and open attack upon the preference 
clause as expressed in the various Federal power statutes and so important to 
the farmers of this country; and 

Whereas the elimination of the withdrawal clause from the contracts with 
nonpreference customers and the decision to sign long-term contracts with 
nonpreference customers for all rernaining firm energy is a partial abrogation of 
the rights of preference customers; and 4 

Whereas, this new policy will affect the rural electrics in the following ways: 

1. It will force them to voia old power contracts with the Bureau and other 
Federal agencies, including SPA, and accept new contracts or face the loss of all 
power from the Government projects, a loss so devasting as to leave no doubt 
that new contracts can be imposed; 

2. It will force all of the rural electrics to contract for power capacity beyond 
their present needs or face the prospect of power shortages within a very short 
time. This forced contracting for more power than now required will result in 
a sharp increase in power costs to rural people; however, this increase in power 
costs to the members of the rural electrics will be accompanied by an actual 
decrease in Federal revenues from power sales—the benefits of this decrease in 
Federal revenues being turned over to the profit utilities in the form of cheap 
dump energy; 

3. The net effects of the forcing of new contracts is a blow to the entire rural 
electrification program. The financial feasibility of new extensions to farmers 
not vet served, the financial stability and loan repayment ability of already exist- 
ing rural electrie systems and the possibility of maintaining good service to existing 
customers—are all endangered by this new policy. For this policy not only 
increases our power costs but places a ceiling on our power supply insofar as 
existing and authorized projects are concerned. And, in addition to all this, 
the taxpayers of this country will suffer from decreased Federal power revenues: 
Now, therefore be it 

Resowed, that we, the delegates to this Region VIII meeting of the National 
Rural Electric Cooperative Association, meeting in Oklahoma City, October 
12-13, 1953, protest this new power policy vigorously and bitterly. We pledge 
ourselves to every effort to defeat this attempt to cripple our fine program. 

To this end, we urge that copies of this resolution be sent to our Representatives 
and Senators in Congress, and to President Eisenhower, Secretary of Interior 
McKay, and Assistant Secretary Aandahl. 
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Further, we urge the rural electric svstem directors and manacers of the States 
of Arkansas, Louisiana, Missouri, and Oklahoma and other affected States to 
: = 


ake a stud immeciat lv of the effects of this policv on their systems and to 
take all possible steps to (1) defeat this crippling attempt to change 50 years of 


ecderal power policv by administrative action and (2) protect 
=f 


| 
congressional ] 
I by preparing for new contract nego- 


themselves as hb ne ble in the interim 
lations 


Moreover, we request that the officers and executive manager of the National 
Rural Electric Cooperative Association and a delegation from each of the States 


iffected seek an audcier nmediately with President Fisenhower and urge him 

to intervene in our behalf, explaining to him the consequences of this new policy 

i , | ; 
terms of his pledges “to support a sound rural electrification program.” 


TABLE ROCK 


Whereas the Southwestern Power Administration in 1949 signed contracts 
th rural electric cooperatives in a four-State area for the ultimate sale of the 
entire capacity of Bull Shoals power to the cooperatives and 
Whereas subsequent to this action, a threat to the national security, combined 
: 


with the nonavailabilitv of large blocks of power from any other source made it 


mandatory on the Secretarv of Interior to reallocate 150,000 kilowatts of Bull 
Shoals power to serve an aluminum plant at Arkadelphia, Ark., some 200 miles 
fr 1 the da un 

Whereas this reallocation of Bull Shoals power was approved by the Secretary 
ff Interior in express contemplation and anticipation of the early construction of 


he Table Rock Dam for the purpose of meeting a portion of the power commit- 
ments made bv the Southwestern Power Administration to the rural electzic 
ooperatives; and 

Whereas the Southwestern Power Administration will by 1958 have insufficient 
resources to meet its power commitments to the rural electric cooperatives and 
other preference customers without the power and energy of Table Rock, and 

Whereas Federal Power Commission statistics clearly indicate that reserves 
of electric power in the Table Rock area are and will continue to be during the 
foreseeable future appreciably below accepted minimum standards: Now, therefore 

Resolved, That Region VIII of the National Rural Electric Cooperative Asso- 
ciation, assembled in meeting at Oklahoma City, Okla., on October 13, 1953, does 
hereby re-erfdorse and reaffirm its support of the Table Rock project, and urges 
the Congress to appropriate and make available for construction purposes sufficient 
funds to comp! tte the Table Rock Dam at the earliest possible date; and be it 
further 

Resolved, That copies of this resolution be sent to the President of the United 
States, the Chairmen of the House and Senate Appropriations Committees, the 
Chief of Engineers, U. 8. Army, and such other officials as may be concerned, 





GENERATION AND TRANSMISSION 


Whereas the right of rural electric cooperatives to generate and transmit electric 
power has provided the co-ops with a favorable bargaining position to secure 
adequate and a more economical wholesale power supply; and 

Whereas the cost of wholesale electric power to the cooperatives will determine 
the future well-being of these farmer-owned organizations: now, therefore, be it 

Resolved, That the Congress be petitioned to make adequate rural electrification 
loan authorizations, including loans for G. and T.’s; and be it further 

Resolved, That the Administrator of REA be urged to maintain an aggressive 
and positive policy of loans and assistance to G. and T. co-ops in keeping with the 
provisions of the Rural Electrification Act. 


FEDERAL PROJECTS 


Whereas the Congress of the United States has approved various comprehensive 
river basin development programs; and 

Whereas private interests seek to secure, through the Federal Power Commis- 
sion, licenses to construct certain specific projects which do not conform to the 
maximum overall basin development: now, therefore, be it 

Resolved, That we endorse the Jackson bill, providing that the Federal Power 
Commission shall not grant a license to construct a dam if such project would be 
inconsistent with comprehensive development of the entire river basin. 
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Whereas the Secretary of the Interior is now considering contracts under which 
power may be marketed from Federal multipurpose projects in the Southwest 
area of the United States: now, therefore, be it 

Resolved, That the delegates to the region VIII meeting of the National Rural 
Electric Cooperative Association, meeting in Oklahoma City, Okla., October 13, 
1953, representing the rural electric cooperatives in the States of Arkansas, 
Louisiana, Missouri, and Oklahoma, hereby reaffirm their support of the right of 
preference customers to contract directly with the United States for the purchase 
of federally generated power and energy; and be it further 

Resolved, That the Secretary of the Interior is urged to champion and uphold this 
right and is urged to be certain that the right is fully protected in any contract 
which he approves for the sale of Federal power in the Southwest; and be it 
further 

Resolved, That a copy of this resolution be sent to the Secretary of the Interior 
and to the Administrator of the Southwestern Power Administration. 

Whereas certain public officials and others have made recommendations that 
the Federal investment in power projects and facilities be liquidated and sold to 
private utilities and commercial interests: now, therefore, be it 

Resolved, That the rural electric cooperatives go on record in opposition to any 
such disposal of facilities, owned by the people of the United States, and which 
have been of economic benefit to all citizens in maintaining a fair balance and 
economy in the power industry. 


POWER AND GENERATION AND LEGISLATION 


Whereas the economic welfare of the cooperatives must recognize the right and 
need for contracts by which the cooperatives have the right to generate and trans- 
mit electric power and to integrate their facilities with the facilities of SPA for 
power exchange purposes; and 

Whereas it is universally recognized that maximum utilization of steam and 
hydropower can best be accomplished by complete integration of the two types 
of generation; and 

Whereas six G. and T. co-ops in Missouri and Oklahoma have valid contracts 
with the United States which provide for the integration of their facilities with the 
facilities of SPA for maximum power utilization; and 

Whereas these contracts have been made ineffective because of restrictive 
language written into the 1954 Interior Department appropriations bill, which 
language specifically prohibited the use of the SPA continuing fund in connection 
with the contracts between the cooperatives and the United States, but which did 
not, in any way, restrict use of the continuing fund in connection with similar 
contracts between private utilities and the United States: now, therefore, be it 

Resolved, That region VIII of the NRECA, in meeting in Oklahoma City this 
13th day of October 1953, does hereby resent this discriminatory act of Congress 
against the farmers of the Southwest, which threatens the economic security of 
the electric cooperatives in the area; and be it further 

Resolved, That this convention deplores the writing of restrictive, legislative 
language by an Appropriations Committee into an appropriations bill, which is 
contrary to established congressional policies; and be it further 

Resolved, That this convention earnestly request of the next session of the Con- 
egress that this restrictive language be repudiated 


LEGISLATION 


Southwestern Power Administration 

Whereas Congress in carrying out its legislative functions provided for basic 
laws concerning the operations of SPA; and 

Wheveas this legislative act of 1944 provided a definite and positive method for 
the sale and integration ot the SPA marketed power to REA co-ops; and 

Whereas upon the basis of these various legislative authorizations, contracts 
and solemn obligations were made and entered into by various G. and T. co-ops, 
pledging their credit over a long period of years in the future; and 

Whereas these contracts, these obligations, and these plans were then subjected 
to the fire of judicial review and came through to be declared absolutely valid and 
enforceable obligations; and 

Whereas upon the strength of depending upon the full faith and credit of 
legislation, these G. and T. co-ops have spent millions of dollars and have obli- 


gated themselves and their member co-ops for other large sums of money; and 
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Whereas this last session of the Congress, by writing limitations into an appro- 
priations bill, has crippled, and if not rectified wil! amount to the repudiation of, 
all of the contracts, obligations and plans heretofore made and entered into: 
Now, therefore, be it 

Resulved, That this convention go on record as follows: 

1. Forceably calling to the attention of the Congress the repudiation of sol- 
emnily entered into and binding contracts which have been held valid by court 
de cisior 

2. That Congress be apprised of the obligations signed and the pledges for 
repayment made by these co-ops and their m>mber co-ops. 

3. That Congress be further adyised of the vast amount of funds spent in 
reliance upon congressional actions, as contained in the statutes of the United 
States 


We respectfully urge the Congress, which is to convene in January 1954, to 
rectify the injustices which were sect forth in the Interior Appropriations Act of 
the past session of the Congress so that the contracts and plans and obligations 
of the G. and T. co-ops may be effectuated as was intended at their inception 
under the Jaws of the United States then in force and effect. 


Amortization Extension 


Whereas the period of maximum debt repayment is rapidly approaching; and 

Whereas many cooperatives have been practicing area coverage, serving mem- 
bers in sparsely settled areas at extremely high construction costs; and 

Whereas there is a possibility that some cooperatives may find themselves 
financially pinched when the maximum debt repayment comes: Now, therfore, 
be it 

Resolved, That the National Rural Electric Cooperative Association urge Con- 
gress to consider the possibility of extending the repayment period to 50 years in 
order that the electric co-ops may seck relief when the need therefor is established. 

Whereas the newly announced power policy of the Department of the Interior 
appears to coincide and parailel the long-standing wishes of the commercial power 
interests; and 

Whereas certain power company Officials representing the commercial power 
industry have stated and boasted that they are in favor with those representing 
the recently announced new power policy; and 

Whereas the commercial power company lobby is on record as having used the 
highest paid lobby in the United States duting the last year, and for tho first 
6 months of this year is leading all other lobby groups in expenditures for influence 
according to official records: Now, therefore, be it 

Resolved, That the delegates to the Region VIII meeting of the National Rural 
Electric Cooperative Association, representing approximately 100 rural electric 
co-ops from the States of Oklahoma, Louisiana, Arkansas, and Missouri, in annual 
meeting in Oklahoma City this 13th day of October 1953, officially demand a 
full-scale investigation of the relationship of the expensive power company lobby 
to the recently announced Federal power policy, an investigation of the relation- 
ship of certain leading pow2r companies and their officials to those who blueprinted 
the new power policy, with a view to criminal prosecution if evidence warrants 
such action; and be it further 

Resolved, That this investigation be conducted by a proper committee of the 
Congress; that all evidence and circumstances of the new power policy be pursued 
without bias as to political affiliation. 


MANAGEMENT 
Interest rates 


Whereas there has been introduced in Congress a bill, which specifically provides 
that the interest rate to co-ops shall be increased from 2 percent to 4 percent; and 

Whereas the interest rate paid by rural electric cooperatives in the past on funds 
borrowed from the United States Treasury has been in excess of the rate paid by 
the Treasury on such funds, resulting in a net profit to the Treasury: Now, 
therefore, be it 

Resolved, That we oppose to the fullest extent any effort or legislative action 
which will result in increased interest rates on loan funds to rural electric coopera- 
tives. 
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INSURANCE AND EMPLOYEE WELFARE 


Job training and safety national funds 


Whereas the appropriations for vocational education are made under the George 
Barden Act of 1946 as part of the appropriations for the Department of Health, 
Education, and Welfare; and 

Whereas the funds for our statewide vocational education programs are allo- 
cated to the States and matched by the States; and 

Whereas the funds are used to pay part of the salaries of vocational instructors, 
including the job training and safety instructors, and the agricultural and home- 
making teachers; and 

Whereas the Federal vocational educational $25-million appropriation for this 
purpose met with very limited support in the past session of Congress: Now, 
therefore, be it 

Resolved, That we urge upon the Members of Congress a continuation of this 
fine work, and that appropriations be made to implement this program. 


GENERAL 


Whereas NRECA policies with regard to power problems result from the many 
State, regional, and NRECA conventions over the many years: Now, therefore, 
be it 

Resolved, That we affirm our support of NRECA and the power policies 
adopted to this time. 

APPRECIATION 


Whereas the eighth region of the Nationa) Rural Electric Cooperative Asso- 
ciation is completing a very successful annual meeting in Oklahoma City; and 

Whereas the delegates have enjoyed the fine climate, the general friendliness, 
and the opportunity to visit and explore this beautiful and historic city: Now, 
therefore, be it 

Resolved, That we express our appreciation to our host city and to the Biltmore 
Hotel who extended their aid and hospitality, and to all others who contributed 
to the success of the meeting, including our friends and exhibitors, both suppliers 
and cooperative groups; and be it further 

Resolved, That we express our appreciation to Clyde Ells and his efficient staff 
for their fine work in making this a very successful meeting; and be it further 

Resolved, That we express our appreciation to our host, the Oklahoma Statewide 
Electric Cooperative, its president, Doyle Pope, its manage:, Floyd Gibson, and 
his staff for their hospitality and consideration of all delegates and visitors 

Whereas the Oklahoma senior Senator, Robert 5. Kerr, has consistently fought 
our battles in the Senate committee, on the Senate floor, and throughout the 
Nation wherever and whenever it became necessary: Now, therefore, be it 

Resolved by the eighth region of the National Rural Electric Cooperative Association, 
assembled in the Biltmore Hotel ai Oklahoma City, this 138th day of October 1943, 
That we convey to Senator Kerr our deep and sincere appreciation for his labors 
in our behalf, and commend him upon the highly satisfactory manner in which 
he has so efficiently aided us in our program. 

Resolved, That this convention extend to Administrator Ancher Nelsen a vote 
of thanks for his efforts in coming to Oklahoma City and delivering a forthright, 
enlightening address. 





Exuisit M 
Minvutes—Murssovurt Basin States REA-FiInancep Rurat ELEctTRICcS 


Omana, NEBR., October 22, 1953. 


The meeting at the Rome Hotel was called to order at 10 a. m. by Dale Erlewine, 
president of the Nebraska Rural Electric Association, the host State. 

Mr. Erlewine stated that the first order of business was the naming of some 
person to be chairman of the meeting. It was regularly moved, seconded and 
carried unanimously that Dale Erlewine act as chairman of the meeting, and that 
H. Vance Austin act as secretary of the meeting. 

Mrs. John Clema, keeper of the roll, reported that representatives of rural 
electrics were present from the 10 Missouri Basin States: Colorado, Iowa, Kansas, 
Minnesota, Missouri, Montana, Nebraska, North Dakota, South Dakota, and 
Wyoming. 
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Representatives of each State were heard from, expressing their problems as to 
the application of the new power policy and marketing criteria to the rural elec- 
trics in their respective States 

All States in which federally generated power was now being purchased by the 
rural electrics pointed out that the new policy and criteria would increase the cost 
of power and also make the contracting electrics purchase far more power than 
they would need for the first years or face the lack of power for future expansion. 

Kansas representative pointed out that whereas Kansas had hoped and planned 
and negotiated with the Bureau of Reclamation for Federal power in Kansas, the 
present pronouncement indicated that Kansas would have no power available from 
Federal generation. 

Nebraska representatives pointed out that under the new policy and criteria the 
transmission lines badly needed by some rural electrics in Nebraska would not be 
built, since new transmission lines are contemplated only if the available power 
could not be sold by the Government at the bus bar or over presently existing 
lines to either preference or nonpreference customers. 

General review was had of the power policy and the marketing criteria, and 
report was made by representatives from the various States as to results of con- 
tacts with Government representatives, and also with Governors, Senators and 
Representatives from the various States, and it was reported that a number of 
Governors, Senators, and Representatives indicated that they would use their 
influence to see that the power policy and marketing criteria were modified or 


dropped completely. However, it was clearly pointed out that no commitments 
had as yet been made—or even hinted at—by the United States Department of 
Interior, and that all States, nationwide as well as basinwide, would need to get 
behind the move to force the Department to change the policy and criteria. 


After considerable discussion the following resolution was regularly moved, 
seconded, and carried: 


RESOLUTIONS OF Missourr Basin StTaTEsS— REA-FINANCED RuRAL ELsEcrTRIics 


Colorado, Iowa, Kansas, Minnesota, Missouri, Montana, Nebraska, North 
Dakota, South Dakota, and Wyoming) 


OmaHA, NEBR., October 22, 19538 


OPPOSING THE NEW POWER POLICY 


Whereas the United States Department of the Interior has recently announced 
a new power policy and marketing criteria for federally generated power, and 


Whereas the changes directed by that new power policy and marketing criteria, 
which will adversely concern the rural electrics have been announced since 
Congress adjourned and are announced to be put into effect before Congress will 


again convene, and 

Whereas the Department has developed and announced such new power policy 
and marketing criteria without any consultation whatsoever with rural electric 
cooperatives presently contracting or negotiating to contract for electric power, 
as to the effect of such changes on them, and 

Whereas this new power policy actually constitutes an attack that is all out 
insofar as the claimed powers of the Secretary of the Interior will allow, and is a 


deliberate and open attack upon the preference clause as expressed in the various 
Federal power statutes (some of which have been in effect and active use for more 
tl 0) years) and so important to the farmers of this country, and 


Whereas the elimination of the withdrawal clause from the contracts with non- 
preference customers and the decision to sign long-term contracts with nonprefer- 
ence customers for all remaining firm energy is a partial abrogation of the rights 
of preference customers, and 

Whereas this new policy will affect the rural electrics in the following ways: 

1) It will force them to void old power contracts with the Department or 
agency thereof and accept new contracts or face the loss of all power from the 
Government projects within 3 years; a loss so devastating as to leave no doubt 
that the new contracts can be imposed. 


2) It will force all of the rural electrics to contract for power capacity beyond 
their present needs or face the prospect of power shortages within a very short 
time. This foreed contracting for more power than is now required will result in a 


sharp increase in power costs to rural people; however, this increase in power costs 
to the members of the rural electrics will be accompanied by an actual decrease in 
Federal revenues from power sales—the benefits of this decrease in Federal 
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revenues being turned over to the profit utilities in the form of cheap, ‘‘dump”’ 
energy. 

(3) The net effects of the forcing of new contracts is a blow to the entire rural 
electrification program. ‘The financial feasibility of the new extensions to farmers 
not yet served, the financial stability and loan repayment ability of already 
existing rural electric systems and the possibility of maintaining good service to 
existing customers, are all endangered by this new policy. For this policy not 
only increases our power costs but places a ceiling on our power supply insofar as 
existing and authorized Federal generation projects are concerned: Now, there- 
fore, be it 

Resolved, That we request that the Department of the Interior delay the 
effective date of this new and strange power policy and marketing criteria for | 
year from its presently stated effective date of January 1, 1954, and that the 
Department continue to operate insofar as all of its electric power sales are con- 
cerned, under the policies in effect prior to the announcement of this new policy, 
and that during the year we cooperate fully with the Department of the Interior 
in a study of power policies and marketing criteria to determine if changes be 
needed considering a sound rural electrification program and all factors of public 
interest; and be it further 

Resolved, That if in the judgment of the interim committee of this assembly a 
satisfactory delay is not granted in effective date of the new power policy and 
marketing criteria, that an injunction be sought against the proper persons and 
agencies to prohibit them from making any changes in presently existing power 
supply contracts with any agency of or under the Department of the Interior, or 
from making any new contracts for the sale of power except in accordance with 
the power policy in existence prior to these new pronouncements; and be it further 

Resolved, That since the new power policy and marketing criteria is not a proper 
interpretation of the power policy built up by Congress and administrative action 
over the past 50 years, that we, working with all other groups throughout the 
Nation, similarly interested in the development and purchase of federally gen- 
erated power, appeal to the Congress of the United States for a clarification and 
directive reinstating and maintaining the power policy that has been so long in 
existence. 





INTERIM AND PERMANENT COMMITTEE APPOINTED 


It was regularly moved, seconded, and carried that a committee of 10 persons 
be named, 1 to be named by representatives of each State, to be the interim 
committee named in the preceding motion, and that the committee be also the 
permanent committee of this meeting, to take action that may be needed to 
implement the instructions of this meeting, and to call another meeting if neces- 
sary, in which case notice would be given to the statewide rural electric organiza- 
tion officers of the 10 Missouri Basin States, as had notice for this meeting, and 
further that this committee be charged with making arrangements for representa 
tives of these 10 Missouri Basin States to meet at the earliest possible time with 
President Eisenhower and Secretary of the Interior McKay. 


ALL STATE GROUPS TO SEE OWN OFFICIALS IMMEDIATELY 


It was regularly moved, seconded, and carried that representatives here take 
the responsibility of having their statewide rural electric organization confer with 


their own Governor, United States Senators, and United States Representatives 
in regard to the power policy and marketing criteria, at the earliest possible time 


ALSO TO SEE FARM ORGANIZATIONS 


It was regularly moved, seconded, and carried that representatives here take 
the responsivility of having their statewide rural electric organization confer at 
the earliest possible time with the farm organizations in their own States to give 
to them the effect of the new power policy and marketing criteria on the rural 
electrification program, and seeking their assistance in both grassroots under 
standing of this threat to the rural electrics and in getting the policy and criteria 
changed back. 

COPY OF MINUTES TO GO TO ALL PRESENT 


It was regularly moved, seconded, and carried that a copy of the minutes of 
this meeting be sent to each person present as soon as they can be prepared. 
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There being no further business to come before the meeting adjournment was 
had. 





— ——.,, Chairman. 
, Secretary. 
- -, Secretary. 





Exuisit N 


DEPARTMENT Of AGRICULTURE, 
{URAL ELECTRIFICATION ADMINISTRATION, 

Washington 25, D. C., October 15, 1953. 
Subject: South Dakota 43 Minnehaha. 
Mr. Virart T. HANLON, 

Manager, East River Electric Power Cooperatives, Inc., 
Madison, S. Dak. 
Dear Mr. Hanton: On October 1, 1953, the Bureau of Reclamation announced 

the availability of firm power for sale in the eastern division of the Missouri River 


Basin for a 3-year period in amounts as follows: Hitéwatis 
SORE icin teen bin As ~imiehe weno Gout. ongim gt whe fo, SEE 
1955 ‘ imyhingcenpn me peecasba aig . ... 85,000 
1956 ‘ . anni inew rebates Retin RNie tniisern<s). ee 

Total for 3 years ition gino mp iiaeaeiantet cvsra cats -.-- 210, 000 


The above amounts are approximate and the exact delivery dates are not 
guaranteed. Applications for this capacity will be accepted by the Bureau up 
to January 1, 1954, and the marketing of the power will be on the basis of market- 
ing criteria announced September 15, 1953. It is expected that the Bureau will 
make future announcments of the availability of additional power as new generat- 
ing units in the area completed. 

The basie facts related to this new marketing policy statement as it affects 
your cooperative in its need for additional capacity are as follows: 

1. Available power will be disposed of in the following priority; 

(a) Present power comitments under existing contracts of all customers, to the 
extent requested by the customer, will be amended in new 20-year term contracts. 

(6) Remaining available power will be allocated to fill requests of (i) prefer- 
ence-type consumers and (ii) non-preference-type customers within existing trans- 
mission areas or areas covered by existing wheeling arrangements. 

(c) Remaining power will be disposed of to customers in the same order of 
preference over facilities to be constructed by the Bureau or by new wheeling 
arrangements. 

2. New contracts will be for 20 years; there will be no provision for recapture of 
power for sale to preference consumers; sales will be restricted to normal system 
load factors; contracts will state that it is the customer’s responsibility to have or 
secure other sources of power to meet his needs in excess of amounts stipulated in 
Bureau contracts. 

3. Firm power and energy available for sale will be based on average year hydro 
conditions and purchase of thermal power for firming will be kept to a minimum. 
Peaking capacity (the system capacity on a minimum water year basis in excess 
of capacity for firm power) will be sold only to customers having generating 
capacity and will carry no energy. 

4. the following contract minimums for capacity will be imposed January 1, 
1954, on all existing and new contracts: $7.20 per kilowatt per year of contract 
delivery, the contract rate of delivery being considered as follows: 

First vear, 80 percent of full contract rate of delivery 
Second year, 90 percent of full contract rate of delivery 
Third year, 100 percent of full contract rate of delivery 

Rates subject to review and adjustment as often as necessary and at least once 
inevery 5 years. 

5. The Bureau will continue to absorb not more that 1.0 mill per kilowatt-hour 
and associated losses under wheeling arrangements for firm power only. In lieu 
of wheeling over transmission type cooperatives or public bodies to nonprofit 
customers, new type arrangements will be made for direct sale to the transmission 
cooperative or public body at major interconnection points with the Bureau. The 
contractor will be given a discount from the rate schedule otherwise applicable in 
an amount equal to the savings made by the Bureau (in transmission wheeling 
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and losses and elimination of hendling, contracting and billing the individual 
member cooperatives). f 

6. The marketing criteria indicated above will apply to firm power, secondary 
energy, and peaking capacity. Dump energy sales will be made to obtain maxi- 
mum revenue. 

We interpret the effects of the facts outlined above on your cooperative specifi- 
cally as follows: 

I. Your member cooperatives have approved contracts with the Bureau for 
specified amounts of power which may differ from their latest estimated require- 
ments for the next 3 years. Should any member need additional capacity, it 
should be requested by that member in writing prior to January 1, 1954. 

If. The power which the Bureau is making available in the years 1954 to 1956, 
inclusive, is only a part of the total to be made available in the future. It, there- 
fore, appears that your member cooperatives will be able to obtain additional 
power from future offering and it will not be necessary, at this time, for them to 
request power in amounts in excess of their estimated actual requirements through 
1956. 

It is recommended that the power cooperative coordinate the activities of the 
individual member cooperatives in taking the following steps on this supply 
problem: 

(a) Required action to determine as precisely as possible power requirements 
of each member cooperative to and including 1956. The new rate schedule of 
the Bureau provides for the payment of a minimum annual capacity charge of 
$7.20 per kilowatt of contract demand as pointed out in paragraph 4 above. In 
existing contracts some members may have stated contract demands with a 
greater margin than necessary in excess of their estimated 1956 requirements 
In such instances the economic advantages of requesting a reduction in contract 
demand should be considered. 

(6) Make application to the Bureau for the amount of power as determined 
under (a). Application should be made prior to January 1, 1954. 

We are sending a copy of this letter to each of your member cooperatives. It 
will be appreciated if you will keep us informed of your activities in this connection. 

Very truly yours, 
G. C. WoopwortH 
(For O. W. Bripven, Director, 
north central area office.) 


41455—54—pt. 1——29 
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Exnuisit P 
Recion X RESOLUTIONS 
Mineral Wells, Tex., October 22-23 


MANAGEMENT 
REA interest rates 


Whereas the present 2-percent REA interest rate to borrowers was established 
for the purpose of bringing electric power to all rural consumers; and 

Whereas the financial feasibility of existing cooperatives is based upon this 
interest rate; and 

Whereas over most of the period of REA’s existence the Treasury or RFC has 
profited from the interest rate charged REA borrowers: Now, therefore, be it 

Resolved, That we express our vigorous opposition to any increase in the REA 
interest rate which would cause a rate increase to farmers. 


Rural electric investment pool 


Whereas the problem of finding secure investment outlet for rural electric coop- 
erative surplus funds is one of concern to our enterprises; and 

Whereas our cooperatives seek a maximum of security for such surpluses with 
& maximum interest yield commensurate with that security; and 

Whereas we think there is considerable merit to the suggestions embodied in 
the article by Dr. W. N. Peach in the March 1953 issue of Rural Electrification 
Magazine: Now, therefore, be it 

Resolved, That the board of directors and the staff of the National Rural Electric 
Cooperative Association be requested to conduct an investigation into the possi- 
bilities of establishing an NRECA investment function devoted to the purposes 
discussed in the article mentioned above, and that the board report its findings 
and recommendations to our association; and be it further 

Resolved, That NRECA publish and distribute a manual dealing with the various 
types of investments available to cooperatives. 
NRECA management program 

Whereas there is a growing need for study and appraisal of the operational and 
managerial problem of our program; and 

Whereas REA is in the process of restricting services in this field due to slashes 
in REA administrative funds: Now, therefore, be it 

Resolved, That NRECA be requested to study a management assistance and 
development program designed to replace vanishing REA services. 


POWER AND GENERATION 


TVA 


Whereas one of the world renowned demonstrations of effective democratic 
government has been the Tennessee Valley Authority; and 

Whereas the TVA has resulted in immeasurable benefits to all sections of the 
United States and has turned a poor and declining area into a prosperous and pro- 
ductive sector of our economy: Now, therefore, be it 

Resolved, That we condemn the propaganda talk about TVA being ‘creeping 
socialism,’ subsidized power and so forth, including the loose talk about selling 
this great public resource to private interests, and urge the President and the 
Congress to cherish, protect, and honor this great agency; and be it further 

Resolved, That adequate funds be made available for the construction of ade- 
quate steam generation and transmission. 


Table Rock Dam 


Whereas the power supply of many of the cooperatives of the Southwest is 
laced in jeopardy by the failure of the Congress to expedite the construction of 
able Rock Dam; and 
Whereas when the military “conscripted” the power of Bulls Shoals Dam for 
an aluminum plant there was a solemn agreement that the construction of Table 
Rock would be expedited: Now, therefore, be it 

Resolved, That we urge the Congress to expedite the coastruction of Table Rock 
Dam in Missouri in order that rural electrics may be served with more adequate 
and lower cost power. 








446 POWER POLICY 


Southwestern Power Administration contracts 


Whereas the rural people of Missouri, Kansas, and Oklahoma have obligated 
themselves for many millions of dollars of REA loans to build generation and 
transmission facilities; and 

Whereas the Congress, in violation of good faith and contractual obligations, 
has abrogated the contracts between SPA and the cooperatives: Now, therefore, 
pe it 

Resolved, That we condema this legislation by appropriation and urge that the 
Congress live up to the contractual obligations and the spirit of democratic govern- 
ment by providing for the revival and consummation of the previously established 
patterns of power supply in the SPA area. 

Federal power policy and resource development 

Be it resolved, That the following message be telegraphed to the President of 
the United States, Dwight D. Eisenhower: 

Dear Mr. Prestpent: In your 1952 campaign you pledged your support to a 
“sound rural electrification program.’’ We believe you delivered that pledge in 
good faith, and we make the following recommendations in that belief. 

1. We urge you to support adequate administrative and loan funds for the 
Rural Electrification Administration in order that vital technical services and 
adequate development funds be available to the rural electric systems. We call 
to your attention that the funds requested in your budget for fiscal 1954 for 
administration and loans were not adequate. 

2. We urge you to take the action necessary to reverse the power policy of 


the Department of the Interior as it affects the rural electric program in the 10 
Missouri Basin States and in any other area in which such policy may be applied 
in the future. We call your attention to the fact that the new policy announced 


by Secretary McKay and elaborate! upon by Assistant Secretary Aandahl in a 
speech at Fargo, N. Dak., is crippiing and destructive of rural electrification, 
and that this announced policy will increase the power costs and place a ceiling 
over the power supply of many cooperatives in this 10-State area and in any other 
areas where it may be applied. 

3. We urge you to exercise your great prestige with the American people and 
with the Congress to reverse the action by the Congress in the last session on the 
Southwestern Power Administration, action utterly destructive to the rural 
electrification program in the SPA area. 

1. Weurge you to protect the so-called preference clause, the ‘equality of oppor- 
tunity’’ clause in Federal power legislation in order that the rights of farmers 
to Federal power not be diminished or destroyed by legislation or administrative 
action. The present power marketing criteria in the Missouri Basin amounts to 
administrative repudiation of the preference clause. 

5. We urge you to support the right and opportunity of farmers’ cooperatives 
to generate and transmit their own power. The protection of this right and 
opportunity demands adequate REA loan funds, adequate REA power division 
staff and organization, sympathetic interpretation of the law and a willingness to 
face up to realities in power supply matters. 

6. We urge you to continue the great tradition of Federal power development 
to build a more prosperous, stronger America. The continuation of this program 
necessitates new starts, adequate funds to complete projects under construction, 
and adequte planning funds for the development of new programs. We urge an 
end to the undeceiving neutrality of Secretary McKay, on Hells Canyon Dam, 
the threatened giveaway of Niagara Falls to five private power companies, and the 
slowdown on Federal resource development. 

7. Above all, we urge that you recognize the National Rural Electric Coopera- 
tive Association as the spokesman for 4 million rural families and other consumers, 
and that you inquire into our policies and consult with our representatives before 
making innovations in the field of REA and our power supply. This means that 
ill-advised policies such as those enunciated by the Bureau of Reclamation would 
be checked with us before their announcement; it would mean that the new Hoover 
Commission would contain members sympathetic to rural electrification and 
would not be loaded with persons antagonistic to the power program so vital to 
rural America. 

We urge these recommendations upon you for the benefit of all our people, in all 
walks of life. 
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LEGISLATIVE 


Accelerated taa amortization benefits 


Whereas the accelerated tax amortization program has resulted in interest free 
loans to the private utility companies of over $800 million, with ultimate total 
benefits to such companies running in excess of $2.8 billion; and 

Whereas these tota] benefits to the private utility companies are greater than the 
total cost of all Federal power facilities or all REA loans, both of which are repay- 
able to the Treasury with interest: Now, therefore, be it 

Resolved, That we call this matter to the attention of all rural electric leaders in 
order that they may use this information (1) to press for lower wholesale power 
rates to our members and (2) to offset the vicious propaganda campaign that we 
benefit from subsidies while the commercial companies pay their own way without 
Government aid. 


Power company propaganda 


Whereas over the years the private power companies have flooded this country 
with advertising propaganda designed to prejudice citizens and legislators of this 
nation against Federal power and the program of rural electrification; and 

Whereas this propaganda has been paid for by all electric consumers including 
our own members because under the existing Internal Revenue Act the cost of 
such propaganda is deductible as an expense; and 

Whereas such propaganda has influenced elections, legislation, and public policy 
to the detriment of the interests of millions of American farmers and other con- 
sumers and is repugnant to our whole system of democratic government: Now, 
therefore, be it 

Resolved, That we urge the Senators and Congressmen from these States and 
all other States to amend the Internal Revenue Act to provide that no advertising 
for the purpose of influencing elections or legislation or public policy shall be 
deductible as an expense from income before taxes. 


Opposition to the reorganization or loss of identity for REA 

Whereas the Congress has approved legislation making possible the reorganiza> 
tion of the Department of Agriculture, including REA; and 

Whereas we are opposed to the reshuffling of REA in such a manner as to 
divide its functions or change or eliminate its present name and identity: Now, 
therefore, be it 

Resolved, That we express our opposition to any such changes to the President, 
the Secretary of Agriculture, and the Administrator of REA. We favor the 
retention of REA as a separate agency, possessed of its joint lending-service 
functions and with no change of name. 


TELEPHONES 

Rwal tele phones 

Whereas the rural people of this region have dire need for adequate telephone 
service; and 

Whereas the rural telephone program seems to be moving slowly after 4 years 
of operation; and 

Whereas we feel that the delay in development is primarily the result of the 
failure of the Congress to provide adequate funds: Now, therefore, be it 

Resolved, That we urge the REA Administrator to take all possible steps 
to speed up this program with the funds and personnel available; and that the 
Congress make adequate loan and administrative funds available to do the job. 


INSURANCE AND EMPLOYEE WELFARE 


Job training and safeiy national funds 

Whereas the appropriations for vocational education are made under the George 
Barden Act of 1946 as part of the appropriations for the Department of Health, 
Education, and Welfare; and 

Whereas the funds for our statewide vocational education programs are allo- 
cated to the States and matched by the States; and 
bs Whereas the funds are used to pay part of the salaries of vocational instructors, 
including the job training and safety instructors, and the agricultural and home- 
making teachers; and 

Whereas the Federal vocational educational $25 million appropriation for this 
prupose met with very limited support in the past session of Congress: Now, 
therefore, be it 
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Resolved, That we urge upon the Members of the Congress a continuation of 
this fine work, and that appropriations be made to implement this program. 


GENERAL 
NRECA voting record 

Whereas the printed voting record of NRECA has done much to further good 
democratic government by informing citizens on the votes of their elected repre- 
sentatives: Now, therefore, be it 

Resolved, That the national association continue to compile and make available 


to us the votes of our representatives in the form of an up-to-date printed voting 
record on all issues vital to our program. 


Requesting the REA Administrator to be spokesman for the rural electric program 

Whereas the Rural Electrification Administration is the official agency within 
our Federal Government responsible for the rural electrification and rural tele- 
phone programs; and 

Whereas the REA Administrator, Ancher Nelsen, has demonstrated his under- 
standing and friendship for these programs; and 

Whereas there are other agencies of the Federal Government whose policies, 
decisions, and actions are vital to these farm programs; and 

Whereas some of these other agencies, notably the Department of the Interior 
and the Federal Power Commission, seem to not understand the objectives and 
problems of these farm programs, or, if they understand them they are not in 
sympathy with them: Now, therefore, be it 

Resolved, That we hereby encourage the REA Administrator to serve as spokes- 
man for these programs before these other agencies ip representing our interests 
within the administration 

APPRECIATION 


App eciation to the Administrator of REA 


Be it resolved, That we express our appreciation to Ancher Nelsen and to the 
members of the staff of REA for their participation in our regional meeting; and 
that we pledge our support to Administrator Nelsen and to his staff in the fur- 
therance of our goals, the complete electrification of rural America with adequate 
supplies of low-cost power. 


Commending the REA Administrator for Opposing Higher Interest Rates 


Whereas the REA Administrator has written a letter to Budget Director 
Dodge opposing higher interest rates for REA borrowers: Now, therefore, be it 

Resolved, That we commend Ancher Nelsen for this action on behalf of the 
farmers of this Nation. 

Whereas the rural electric cooperatives from Arizona, New Mexico, and Texas 
have enjoyed a pleasant and productive meeting in Mineral Wells, Tex.; and 
Whereas this has been the results of the labors of our hosts: Now, therefore, 
be it 

Resolved, That we express our sincere appreciation to the Texas Statewide, to 
Executive Committeeman Tom Craddock, and to the citizens of Mineral Wells 
and the Baker Hotel and all others who have participated in making this a 
successful meeting. 





EXHIBIT Q 
NOVEMBER 9, 1953. 


\ PrTITION TO THE PRESIDENT AND THE SECRETARY OF INTERIOR REQUESTING 
SUSPENSION OF ALL ANNOUNCED CHANGES IN FEDERAL PowER Po.icy 
Whereas in order to assure that the benefits of electric energy generated at 

Federal multipurpose projects would be passed to the ultimate consumer wherever 

possible, the Congress has, by statute, designated certain nonprofit retail market- 


ig agencies, including municipalities and rural electric cooperatives, as being 


titled to preference in purchasing power generated at such projects; and 

Whereas in accordance with this congressional mandate, the Department of 
the Interior has heretofore consistently recognized the right of these nonprofit 
retail marketing agencies to unqualified preference in the purchase of Federal 
power, and has, by the purchase of thermal energy, construction of transmission 
: und execution of wheeling agreements, attempted to make available 
the preference customers the maximum quantities of firm energy consistent 
with the economically sound operation of the Government's hydroelectric system 
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without regard for the rates charged for similar service from competitive systems; 
and 

Whereas the Interior Department has, without any mandate from the Congress, 
and without any consultation with or advice from those agencies desingated by 
law as preference customers, announced a new departmental power-marketing 
policy, and specific criteria applicable to the sale of power from the Bureau of 
Reclamation’s Missouri Basin hydroelectric system, which policy and criteria 
will seriously abridge the legal rights of the preference customers by (1) limiting 
the quantities of Federal power that may be economically purchased by preferred 
agencies, (2) effectively raising wholesale power rates to preferred agencies, 
(3) reducing the effective Federal power-marketing area through a limitation on 
transmission line construction, (4) selling of firm energy on a nonwithdrawable 
basis to nonpreference customers, and (5) reducing the quantities of firm energy 
available from the Federal system through minimization of thermal energy 
purchased; Now therefore be it 

Resolved that we ask the administration to suspend all changes in the Interior 
power policy for a period of 1 year and/or until the affected preference customers 
have had an opportunity to study and discuss same with the Secretary of the 
Interior and/or until the Congress or interested Members of the Congress have 
had an opportunity to study saine and discuss it with the Secretary of the Interior. 

Respectfully submitted. 


H. EK. Klinefelter, Missouri Farmers’ Association, Columbia, Mo.; 
C. A. Oliver, president, American Public Power Association, 
1757 K Street NW., Washington, D. C.; Walter Harrison, 
manager Georgia Electric Membership Corp., Millen, Ga.; 
Dewey Anderson, executive director, Public Affairs Institute, 
312 Pennsylvania Avenue SE., Washington, D. C.; John Carmody, 
Judson King Foundation, 2101 Connecticut Avenue NW., 
Washington, D. C.: Ben Stong, Regional Committee for MVA, 
1555 Sherman Street, Denver, Colo.; James G. Patton, president 
National Farmers Union, 1417 California Street, Denver, Colo.; 
Jerry Voorhis, executive secretary Cooperative League of the 
U.S. A., 343 South Dearborn Street, Chicago, Lll.; Julius Helm, 
executive manager, Missouri State Rural Electrification Associa- 
tion, Jefferson City, Mo.; Clyde T. Ellis, executive manager 
National Rural Electric Cooperative Association, 1303 New 
Hampshire Avenue N W., Washington, D. C.; C. Girard Davidson, 
attorney, National Hells Canyon Association, 1625 Eye Street 
NW., Washington, D. C.; Kenneth Holum, secretary East River 
Electric Power Cooperative, Madison, 8. Dak.; Gus Norwood, 
executive secretary, Northwest Public Power Association, Ince., 
1311 Columbia Street, Vancouver, Wash.; M. C. Stewart, 
President Tennessee Valley Public Power Association, Fort 
Payne, Ala.; Ernest Wood, chairman, Advisory Committee on 
Power for the Southwest, Chillicothe, Mo.; Emergency Rural 
Electrification Committee of the 10 Missouri Basin States, 
Virgil Hanlon, manager, East River Electric Power Cooperative, 
Madison, 8. Dak. 


es 
Exursit R 


We, the members of Blackwater Farmers Union, Local No. 470 of McLean 
County, N. Dak. resolve that we are opposed to the new Federal power marketing 
criteria going into effect January 1, 1954. 

Mrs. Hazel Erb, Emmet, N. Dak.; Lois Johnson, Emmet, N. Dak.; 
Mrs. W. J. Iglehart, Garrison, N. Dak.; Leona M. Ziegler, 
Emmet, N. Dak.; Clyde Ziegler, Emmet, N. Dak.; Mrs. Ed 
Walters, Emmet, N. Dak.; Mrs. Clyde Ziegler, Emmet, N. 
Dak.; Francis N. Rime, Emmet, N. Dak.; Raymond L. Johnson 
Emmet, N. Dak.; Carl A. Hanson, Emmet, N. Dak.; Harold 
Ziegler, Emmet, N. Dak.; Llovd Klabunds, Emmet, N. Dak.; 
Lynn Ziegler, Emmet, N. Dak.; Alex Kickerbocker, Emmet, 
N. Dak.: Hubert Erb, Garrison, N. Dak.; Mrs. Julius Kolden, 
Emmet, N. Dak.; Mrs. Lloyd Klabunde, Emmet, N. Dak.; 
Mrs. Lynn Ziegler, Emmet, N. Dak.; Ed Walters, Emmet, N, 
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Dak.; Paul Matthews, Emmet, N. Dak.; W. J. Iglehart, Garrison, 
N. Dak.; Julius Kolden, Emmet, N. Dak; Mrs. Kenneth Kerz- 
mann, Emmet, N. Dak.; Mrs. James Trueblood, Garrison, N. 
Dak.; Mrs. J. E. Boots, Emmet, N. Dak. 


[From the Denver Post, September 22, 1953] 
Watcu Your Strep on Power, GENTLEMEN 


For many years it has been the Government’s practice to sell commercial 
utilities only that quantity of federally produced power not asked for by public 
bodies and cooperatives. The theory was that the public, as represented by 
local government or consumer-service co-ops, had first call on public-generated 
power—as long as there was any power to sell. 

In pursuit of that policy the Government made no long-term contracts with 
commercial utilities. Contracts that were made permitted the Government to 
withdraw that quantity of public power needed by public bodies or cooperatives, 
for diversion from the utilities to the latter users. 

The Eisenhower administration appears determined to end those past prefer- 
ence policies. The Department of the Interior has said it will give preference 
customers (public bodies and cooperatives) first refusal only on power that is 
available. After preference customers have contracted for what they want, the 
Department will sell the remaining power to private utilities on long-term con- 
tracts. It will not, as in the past, insist upon withdrawal provisions in agree- 
ments with nonpreference customers. It will not, therefore, take Government 
power from the utilities to fill the demands of public bodies and cooperatives, as 
power demands change. 

There are three exceptions to this rule, as provided by acts of Congress. One 
is in the Pacific Northwest, throughout the region served by the Bonneville 
project. Another is in the territory served by the dam at Fort Peck, Mont. 
The third is the Tennessee Valley. In those three regions Congress explicitly 
reserved to public bodies strict preference and priority upon all Government- 
rroduced power and at all times. Now it is the ruling of the Department of 
the Interior that preference and priority does not apply at all times elsewhere 
in the Nation. 

The first formal reaction of the country’s multimillion-member REA co-ops 

might be said to have cast its shadow upon the Eisenhower policy at Cody, 
Wyo., last week. There the board members and managers of electric coopera- 
tives in Wyoming, Nebraska, Kansas, and Colorado angrily described the policy 
as double talk. They said a policy which professes to embrace the principle 
of giving public bodies and cooperatives preference on Federal power in one 
breath, but which wipes out withdrawal clauses in contracts with commercial 
utilities in another, is double talk. 
' Now, apparently, the Department of Interior is trying to convince the public 
bodies and co-ops that in the event Federal power is sold to commercial utilities, 
they (the publie agencies) will be able to buy power from the utilities at rates and 
in — specified by the Department. And that arrangement, says the 
Department, will mean no difference in either the amount or the cost of the power 
to preference customers. 

But we do not think the public bodies or the cooperatives are going to buy that 
explanation. Nor are they going to accept the new policy on preference and 
priority Nor are they going to suppress or submerge their annoyance and 
disappointment because of political predilections in behalf of the Republican 
Party 
' In other words there is going to be hell to pay throughout large areas of rural 
America, and particularly in those regions served by Federal power, if the Eisen- 
hower Administration tries to reverse preference practices by administrative fiat. 
If the attempt were made by amendment to existing acts of Congress on the 
subject, it would fail miserably—as the present administration must know. 

The rural electrification movement was born in 1936 with passage of the REA 
Act. It has been among the most constructive achievements in the story of 
American self-government It now embraces some 3% million farms. It is 
nonpartisan in character, including as it does all shades of political faith as well 
as owner-consumers of all economic and social strata. 

To some extent the same is true of public power centers in every region. Its 
champions sometimes include outspoken and ill-informed critics of commercial 
utilities. But proponents of publie power in general are not Socialists in practice 
or persuasion. And in the case of the REA’s their single interest has been and 
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largely remains that of making power available to people where none was available 
before. For almost two decades their welfare has been inextricably tied up with 
free and prior access to hydroelectric power produced by the people—for con- 
sumers interest primarily in service rather than investors, interested logically in 
profit. 

In attempting to redistribute more equitably the benefits of Federal power the 
Eisenhower Administration is on the threshold of a major political error. 


[From the Denver Post, September 25, i953] 
Nor Wirnovt a Ficut 


The present administration’s policy on the sale of electric power produced at 
Federal projects is going to cost the Republican Party dearly unless it is modified. 
The rural electric cooperatives (with 55,000 members in Colorado alone) are not 
going to be made tails on the commercial utility companies’ kite without a fight. 
And yet, that outcome appears to us, in all candor, to be the objective of the 
contract policy as laid down by the Department of Interior 

It appears now that the Department will virtually force the co-ops to renegotiate 
all outstanding contracts within 90 days. The public bodies and cooperatives 
will get first refusal on unpledged Federal power. When the contracts are signed, 
the power that is unsold will be disposed of to nonpreference customers, which 
means the commercial companies. 

That means the co-ops and public bodies must contract now for more power 
than they can presently use, if they expect to have a power supply to meet future 
load growth. They must pay for the power they use, at firm power rates, and 
also for the power they do not use, at a lower or capacity rate. Most co-ops are 
figuring how they can do that right now. 

That is going to cost both the preference public bodies and co-ops extra money, 
and at the same time return less revenue to the Federal Government. For there 
is little doubt that the total present and near-future power production of Federal 
facilities could be sold at firm power rates, if the withdrawal clause were continued 
in contracts signed with nonpreference customers. 

Now what is the professed reason for this policy? It is to equalize the benefits 
of publicly generated power. But the rural electric systems are now buying 
only about 5 percent of the Federal power available throughout the country. 
And the big buyers are already the municipally owned power systems, direct 
customers of Uncle Sam and the private utilities themselves. So who does the 
Department of Interior think it is kidding? 

The Department of Interior apparently believes that while virtually forcing 
the REA’s to do business with the private companies, the Department can con- 
trol the volume, rates, and wheeling charges involved. That means, Department 
spokesmen insist, that whether preference customers deal directly with the Gov- 
ernment, or purchase Federal power through private companies, the public 
bodies and co-ops will be as well off in either case 

But the representatives of the rural electric systems, who have had experience 
and have exchanged notes on dealing with commercial companies and State 
regulatory bodies declare that they want no part of such arrangements. And 
it is our guess that they will fight such a shotgun marriage, into the last court, 
to the last dollar and to the last vote. 

That is why we say the Eisenhower power policy’s amendments in preference 
and priority practices represent a grave political error as they stand. 


[From the Denver Post, Wednesday, September 30, 1953] 
Wnrat’s Farr Arnovut It? 


This week the Department of the Interior will make its formal announcement on 
plans for marketing about 115,000 kilowatts of power in an area comprising that 
part of Wyoming east of the Continental Divide, all of Colorado, and Nebraska 
west of the 101st meridian. 

That policy requires that prospective customers file applications before January 
1, The Department will negotiate contracts, first with preference customers (pub- 
lhe bodies and cooperatives) and then with nonpreference applicants (the com- 
mercial utility companies). The city-owned systems and the rural electric co-ops 
will have the first bite. 

That sounds fair enough. But wait a minute unless the preference customers 
sign up for more power than they can now use, and pay for that excess power at 
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a special rate, they are not going to have federally generated power to meet their 
normal and inevitable load growths. Because by 1956 or 1957 this region shall 
have installed about all the Government hydro energy it is going to get for a long 
time. 

In its memorandum the Department of the Interior discourages (or tries to) applica- 
tions for more power than presently required. ‘The Bureau of Reclamation does 
not expect that customers will desire to contract for power beyond their require- 
ments in the next 2 years,”’ it says, “‘as revision of rate schedules will require pay- 
ment for power contracted for but not used,’ 

All power not contracted for by preference customers will be sold to the utilities, 
on long-term contracts. Unless the public bodies and co-ops contract for power 
beyond their requirements they will be forced to (a) buy from the private utilities 
or (b) put in their own steam generation in the near future. To do the latter the 
rural electrics will need REA generating and transmission loans. And those 
loans are third in line behind loans for new electrification and loans to “heavy up’”’ 
existing systems that are now carrying heavier loads. 

Now all of this appears to us part of a calculated plan to suppress and obstruct 
the normal growth of public bodies and rural electric cooperatives in this region. 
The policy is particularly hard on the REA’s, which must turn to another agency 
of Government for its financing. And they may get it in the neck there, too. 

Preferences for public bodies and rural electrics in the Northwest and the 
Tennessee Valley are specifically provided by law “at all times.” A continuing 
preference for other areas, including the western Missouri River Basin, is only 
implied. But we do not think the public generally, and certainly the thousands 
of persons who are benefiting from the REA movement, will accept without bitter 
complaint a clumsy change of policy that is not in the public interest, 


Exurpit § 
[From The Denver Post, November 9, 1953] 
Nor Mucu Comrortr 


Fred G. Aandahl, Assistant Secretary of the Interior, has issued a clarifying 
memorandum on power policy for the Bureau of Reclamation. It refers to 
questions and interpretations that have arisea over the proposal to restrict the 
preference hitherto enjoyed by cooperatives and public bodies on the purchase 
of federally produced power to ‘‘first refusal.”’ 

The Department originally announced that it would negotiate contracts with 
preference customers during the last quarter of 1953. The power remaining 
after preference customers had signed up would then be sold to nonpreference 
customers on a long-term basis. And withdrawal clauses, previously written 
into the purchase agreements with nonpreference customers, would be omitted 
under the new plan. 

The new policy, applying in the western Missouri Basin, evoked justifiable 
alarm among the co-ops and public bodies. It promised to reverse longstanding 
practices of reserving, indefinitely, first claim on Federal firm power to public 
agencies, most of which had no power supply of their own. And the rural electric 
cooperatives foresaw an attempt to force them into buying power from com- 
mercial utilities—an arrangement which a great majority of the co-ops would 
resist strongly. 

Well, Mr. Aandahl’s memorandum suggests the Department has heard from 
folks at the grassroots, and may proceed more cautiously than originally indi- 
cated. It points out, for example, that after preference customers have signed 
contracts, and ‘“‘before’’ any contracts with nonpreference customers are made, 
“further analysis will be made of preference customer additional needs * * *.”’ 
And it emphasizes, further, that ‘‘there will be no rushing into longtime contracts 
with nonpreference customers.” 

Mr. Aandahl calls attention to the fact that “the rural electrification coopera- 
tives are established and well recognized systems.” And, he says, the co-ops 
“are entitled to all reasonable help and encouragement.’”’ The Department 
power chief suggests that with exception of several relatively small nonpreference 
customers, “‘preference customers will contract for all firm power offered for sale 
at this time.” But he says, too, that the policy has been drawn deliberately to 
“discourage the contracting for excess amounts of power by an individual 
customer.” 

The cooperatives and public bodies are trying desperately to defer the effec- 
tive date of the Department’s new policy for 1 year. There is nothing in Mr. 
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Aandahl’s memorandum to warrant hope for that deferment. Meanwhile the 
contracting co-ops are filing no applications, and do not intend to do so, until 
the deadline January 1. Their hope remains that the Department will not, in 
effect, force them to sign for more power than they presently need, to protect 
their future requirements. 

Mr. Aandahl appears cognizant of the problem, and addresses himself general] 
although indirectly to it. But we doubt that the annoyed and fearful preference 
customers will find much comfort in his words 





Exuipir T 


Urititigs War AGainst Pustic Power Coutp RESULT IN “NATIONAL TRAG- 
EDY’’—FEDERALLY GENERATED KILOWATTS TERMED VITAL TO WESTERN 
AREA 
Notre.—tThe following article was the leading editorial on the Denver Post 

editorial page, issue of September 27, and is reprinted by permission. We suggest 

you read every word carefully, because it vitally concerns you. The new Fed- 


eral power policy, if adopted, will mean an increase in electric rates to you. 
It is not our wish to harass a taxpaying enterprise such as the commercial utility 


industry. But neither do we propose to stand by idly while that business per 
forms acts that amount to sabotage of the public interest. 
After two decades of harsh and often ruinously discriminatory treatment at 


the bands of the New and Fair Deals the industry seems to think that now, with 
the Republicans in office, is the time to run Government all the way out of the 
power business. It had better think again. 

4 recent ruling bv Secretary of the Interior McKay is designed to permit 
private companies to buy a larger share of Government-produced power than the 
bave been able to get in the past. 

As the middleman, the distributor of power the Government generates, the 
utility companies will be cut in for a profit born of an investment of public money. 
That should make them happy. But they aren’t happy ltey are asking for 
trouble. And they’re going to get it. 

In an advertisement appearing on page 163 of the current Saturday Evening 
Post, paid for “by America’s electric power and light companies,” the private 
utility industry declares war on Federal Government powe1 And that declara 
tion must be of concern to all the people of the western part of the United State 

This region is on the threshold of an era of unprecedented agricultural and i: 
dustrial development. To achieve farm developments billions must be investec 
in irrigation and the orderly use of water resources. 

Those billions cannot be obtained, or, if obtained, cannot be repaid, unless 
revenue-producing electric plants are incorporated in plans for the big dams which 
will be needed 
The generating plants, if provided, will not only help to pay for irrigation costs 
but will also attract new industries to this part of the country because industry 
has to go where power is available. 

If private power companies should be success in their fight against public 
public power, we will bave neither the new agricultural projects nor the industries. 

This then is a war against the West. It is a war against Colorado, Wyoming, 
and Utah which are a ng the Federal Government to develop the water resources 
of the upper Colorado River. It is a war against other States, too. It is a 
war against Denver which, for continued growth, will need water from the Blue 
River—another project which will be too expensive to finance unless power 
revenue features are included in its plans. 

In its declaration of war in the Sat-Eve-Post, the electric companies outline 
what they conceive to be the benefits of private power as opposed to public 
power, 

They say, for example, that rates of private companies “are strictly regulated 
by people chosen to represent you’’ while Government power rates ‘‘are exempt 
from normal regulation.” 

The plain inference there is that Government power rates, because they are 
unregulated, are a gyp—that the consumer gets a better deal from regulated 
private rates. 

Such an argument might trap the unwary or the ignorant, but it is deceitful- 
because the constant complaint of the private companies has been that Govern- 
ment power is too cheap—not that it is too expensive because of lack of regulation 

It should be obvious, of course, that Government fixes the rates in both 
instances. And those who get Government power rates are ‘‘chosen to represent 
you”’ just as surely as are those who set rates for private utilities. 
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According to the advertisement, another benefit of “company power’’ is that 
it is available to everyone in the company area without discrimination’ while 
Government power “goes first to certain favored groups.”’ 

That sounds great But what it doesn’t say is that the companies always have 
the right to determine what its ‘‘area’”’ of service shall be. For many years 
farmers—in Colorado and elsewhere—could not get the private companies to give 
them electricity 

The companies said the farmers were outside their areas of service. So the 
farmers could have no electric lights or refrigerators or brooders or pumps or 
electric milking machines 

When Government power became available in those areas, Congress decided 
that farmers should be among those who would have the first opportunity to 
benefit from the new source of electricity 

If private companies had been more inclined to extend their service areas there 
would have been less reason for giving favored treatment to certain groups when 
Government power was created. The power companies’ advertisement doesn’t 
sav anything about that 

The advertisement says “company electricity ps Lys taxes (about 23 cents out of 
every dollar you pay for electric service)” while “Government electricity pays 
little or no taxes.”’ 

The Government, being sovereign, pays “little or no taxes’ on any of 
properties—its post offices which compete with telegraph and express companies, 
its national parks which compete with other tourist attractions, its office buildings 
which take business away from privately owned office buildings, ete. 

Of course, the Government does not pay itself income taxes, partly because 
there is no point in taking money out of one pocket to put it in another. Instead 
of paying income taxes out of power revenues, the Government uses power 
‘‘profits’’ to pay for irrigation projects which otherwise would be a direct charge 
against taxpayers—including private power companies. 

A lot of hokum has been put out by private power companies about the failure 
of the Government to pay taxes. It is part of a longstanding effort to discredit 
Government projects which are important to the general economy of the country. 

“Company electricity,” the power companies say, “plays a key role in America’s 
free-enterprise system” while “Government electricity is a step toward a Gov- 
ernment power monopoly—and socialism.’’ Sounds great, doesn’t it? But 
dor ’t be fooled. 

What is this key role, the companies talk about? Actually, private power 
companies have never been “free’’ and can’t be because they must of necessity be 
monopolistic. That’s why they have to be regulated whereas grocery stores and 
toothbrush companies and most other forms of business in which there is compe- 
tition are regulated without Government interference by economic laws. 

Neither have many of the free-enterprise power companies been very enter- 
prising. This country has never had all the electric power it needs for a constantly 
advancing standard of living. That’s why Government power has come into 
being. For many years power companies preferred to sell small amounts of 
electricity at high prices rather than sell lots of electric power at lower prices. 

How about the bugaboo of socialism? <A good case can be made, we believe, for 
the claim that Government power, in areas where it is available in large amounts, 
has done more to promote free enterprise than private power companies ever did. 

Notably in the Tennessee Valley and the Pacific Northwest the building of 
Government powerplants has given birth to new industries by the hundreds 
many of them large industries. Those areas are the “hottest’’ markets in the 
entire country for electric appliances. Is it socialistic when the country is short 
of power to provide the electricity which will turn thousands of persons into 
sustomers for electric irons and deep-freeze units? We think not. 

The final claim of the electric companies’ advertisement is that “taxpaying, 
business-managed electric companies can provide the electric power America 
needs. Isn’t it extravagant for the Federal Government to spend your tax money 
to provide it?’ the companies ask. 

Electric generation, both public and private, has been increasing all the way 
across America for a great many years. But it has never caught up with demand. 

More uses for electricity are being found constantly. No one can tell if there is a 
ceiling of any kind on the potential demand. 

Before there was Government power the private companies never met the de- 
mand. Large sections of the country are short of power now although both 
public and private generators are running constantly. 

The private companies must have a very low estimate of the Nation’s needs if 
they believe we do not require for our homes and our factories the power that is 
coming from Government projects. 
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If electric power were a drug on the market, there might be some conviction to 
the argument that the Government should get out of the power business. But as 
long as both private and public power is needed for domestic comfort and a healthy 
economy, the private companies are not helping their cause, in our opinion, by 
demanding that Government plants shut down. 

All around the world, the material well-being of peoples can be measured quite 
accurately by the per capita consumption of electricity. 

The private companies have declared war, war against the West, war against a 
legitimate function of Government, which is to provide power when private 
power is not sufficient and when the public interest is involved. 

If they should win, it will be a national tragedy. 


Exuisit U 
APPENDIx I 


Lobbying report of National Association of Electric Companies filed with Clerk, 
House of Representatives, on contributions received for period January 1, 1958, 
through September 30, 1953 


Arizona Public Service Co., Phoenix, Ariz________ . $1, 916. 22 
Arkansas- Mississippi Power Co., Blytheville, Ark_- : 792. 57 
Arkansas Power & Light Co., Little Rock, Ark__ . §,513. 98 
Atlantic City Electric Co., 600 Pacific Ave., Atlantic City, N. J 3, 438. 89 
California Electric Power Co., Riverside, Calif -_ _ - 1, 429. 98 
California-Pacific Utilities Co., 405 Montgomery St., San Francisco, 

(Re anak 732. 20 


Carolina Power & Light Co., 336 Fayetteville St., Raleigh, N. C 7, 297. 84 
Central Hudson Gas & Electri¢ Corp., Poughkeepsie, N. Y 2, 334. 20 
Central Illinois Light Co., 316 South Jefferson Ave., Peoria, III 2, 226. 91 
Central Illinois Public Service Co., Illinois Bldg., Springfield, III 4, 817. 60 
Central Louisiana Electric Co., Box 111, Alexandria, La 1, 652. 07 
Central Power & Light Co., 120 North Chaparral St., Corpus Christi, 


Tex “ ; 4, 099. 44 
Central Vermont Public Service Corp., 121 West St., Rutland, Vt 1, 067. 00 
Cleveland Electric Illuminating Co., The, 75 Public Square, Cleveland 

1, Ohio 10, 036. 77 


Columbus & Southern Ohio Electric Co., 215 North Front St., Colum- 

bus 15, Ohio ere ca deed eli ws ea ta elk ; 
Connecticut Light & Power Co., The, 36 Pearl St., Hartford 1, Conn. 
Connecticut Power Co., The, 36 Pearl St., Hartford 1, Conn : 
Consolidated Edison Co. of New York, Inc., 4 Irving Pl., New York 3, 

WN, ea ; See heeiecits iw eik ene ah Ta ic ce inn eal a taciemignai ie 
Consumers Power Co., Jackson, Mich_..._________- ete ials ae a 
Dayton Power & Light Co., The, 25 North Main St., Dayton, Ohio__ 4, 618. 31 
Delaware Power & Light Co., 600 Market St., Wilmington, Del____- , 987. 92 
Detroit Edison Co., The, 2000 Second Ave., Detroit 26, Mich_____-_- 16, 500. 00 
Duquesne Light Co., 435 Sixth Ave., Pittsburgh 19, Pa_- ; 9, 560. 25 
Eastern Shore Public Service Co. of Maryland, The, 114 North 

Division St., Salisbury, Md__-- ie pie igli eels aiid oh ae! acta a i 900. 61 
Eastern Shore Public Service Co. of Virginia, The, 114 North Divisior 


, 937. 33 
, 653. 23 
, 154. 55 


4 
5 
2 
6, 500. 00 
5, 540. 00 
4 
1 


Bt. DeeEEY, DNs. nome nom ces Se a haem eves ; Seah ee 4A 210. 54 
Empire District Electric Co., The, 602 Joplin St., Joplin, Mo . 1, 587. 78 
Florida Power Corp., St. Petersburg, Fla.................--.--- . o 273 29 
Florida Power & Light Co., Ingraham Bldg., Miami, Fla... ___- one 
Gulf States Utilities Co., Beaumont, Tex iene ee . 5,003. 92 
Hartford Electric Light Co., The, 266 Pearl St., Hartford, Conn___ 2, 333. 67 
Home Light & Power Co., Greeley, Colo. .--.-_- a as : 286. 15 


Idaho Power Co., Boise, Re; os oa oe - oe< = 2, 554. 00 
Indianapolis Power & Light Co., Indianapolis 6, Ind 3, 899. 68 
lowa Power & Light Co., Des Moines, Iowa ie : . 8, 220. 20 
Kansas Gas & Electric Co., Wichita, Kans____. : - 2, 843. 04 
Kansas Power & Light Co., The, 808 Kansas Ave., Topeka, Kans 3, 440. 80 
Kentucky Utilities Co., Inc., 159 West Main St., Lexington 3, Ky... 4, 283. 5£ 
Louisiana Power & Light Co., 142 Delaronde St., New Orleans 14, La. 3, 603. 78 


Lynn Gas & Electric Co., 90 Exchange St., Lynn, Mass ; 978. 32 
Marietta Electric Co., The, Watson Bldg., 1029 Nor:h Mar hall St., 
DE AUROEL SEUNG Cutts 00 cudise sa diene auebelaldnghbuacatewe 299, 02 


41455—54—pt. 1——30 
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Lobbying report of National Association of Electric Companies filed with Clerk, 
House of Representatives, on contributions received for period January 1, 1958, 


through September 380, 1953—Continued 
Metropolitan Edison Co., 412 Washington St., Reading, Pa ah 
Minnesota Power & Light Co., 30 West Superior St., Duluth, Minn 
Mississippi Power & Light Co., Lampton Bldg., Jackson, Miss 
Missouri Public Service Co., Hout Bldg., Warrensburg, Mo : 
Missouri Power & Light Co., 106 West High St., Jefferson City, Mo 
Monongahela Power Co., Watson Bldg., Fairmont, W. Va 


Montana Power Co., The, 40 East Broadway, Butte, Mont 

Monterey | tuities Corp Fairmont, W. Va 

Mountain States Power Co., 236 Lyon St., Albany, Oreg 

New Jersey Power & Light Co., 9 West Blackwell St., Dover, N. J 

New Orleans Public Service, Inc., 317 Baronne St., New Orleans, La 

Northern Indiana Public Service Co., 5265 Hohman St., Hammond, 
Ind 

Northern Pennsylvania Power Co., Towanda, Pa 


Northern States Power Co., 15 South 5th St., Minneapolis, Minn 





Northern Virginia Power Co., Hagerstown, Md 

Northwestern Public Service Co., Huron, S. Dak 

Ohio Edison Co., 47 North Main St., Akron, Ohio 

Old Dominion Power ¢ 0.. 1a West Main St . Lexington, Ky 
Pacific Gas & Electric Co., 245 Market St., San Francisco, Calif 
Pacific Power & Light Co., Public Service Bidg., Portland 4, Oreg 
Pennsvlvania Electric Co., 222 Levergood St., Johnstown, Pa 


Pennsylvania Power Co., 19 East Washington St., New Castle, Pa 
Pennsylvania Power & Light Co., Allentown, Pa-.. 

Philadelphia Electric Co., 1000 Chestnut St., Philadelphia 5, Pa 
Portland General Electric Co., Electric Bldg, Portland 5, Oreg 
Potomac Edison Co., Hagerstown, Md 


Potomac Electric Power Co., 929 E St. NW., Washington 4, D. C 
Potomac Light & Power Co., Hagerstown, Md 
Publie Serviee Co. of Colorado Denver. Colo 


Public Service Co. of Indiana, Inc., 1000 East Main St., Plainfield, 
Ind 

Public Service Co. of New Hampshire, Manchester, N. H 

Public Service Co. of Oklahoma, Tulsa 2, Okla 

Public Service Electric & Gas Co., 80 Park Pl., Newark, N. J 

Pudget Sound Power & Light Co., 860 Stuart Bldg., Seattle 1, Wash 

Rochester Gas & Electric Corp., Rochester, N. Y 

Rockland Light & Power Co., 10 North Broadway, Nyack, N. Y 

San Diego Gas & Electric Co., Post Office Box 1831, San Diego, Calif 

St. Joseph Light & Power Co., 520 Francis St., St. Joseph 2, Mo 

South Carolina Electric & Gas Co., 328 Main St., Columbia 30, S. C 

South Penn Power Co., Hagerstown, Md 

Southern California Edison Co., Edison Bldg., Los Angeles, Calif 

Southern Indiana Gas & Electric Co., 20 Northwest 4th St., Evans- 
ville, Ind : 

Southwestern Gas & Electric Co., 428 Travis St., Shreveport, La 

Southwestern Public Service Co., 418 Polk St., Amarillo, Tex 

Texas Electric Service Co., Electric Bldg., Fort Worth i, Tex 

Utah Power & Light Co., Kearns Bldg., Salt Lake City 10, Utah 

Virginia Electric & Power Co., Richmond 9, Va 

Washington Water Power Co., The, 825 Trent Ave., Spokane, Wash 

West Penn Power Co., 14 Wood St., Pittsburgh, Pa 

West Texas Utilities Co., 3d and Cypress Sts., Abilene, Tex 

East Maryland Power Co., The, Fairmont, W. Va 

Western Light & Telephone Co., Inc., Power and Light Bldg., Kansas 
City 10, Mo mee oe, 

Western Massachusetts Electric Co., 45 Federal St., Greenfield, Mass 

Wisconsin Electric Power Co., Public Service Bldg., Milwaukee, Wis 

Wisconsin- Michigan Power Co., Public Service Building, Milwaukee, 
Wis : ; 

Wisconsin Power & Light Co., 122 West Washington Ave., Madison, 
Wis ee a 

Wisconsin Public Service Corp., 1029 North Marshall St., Milwaukee, 
Wis 


$4, 788. 78 
1, 526. 67 
3, 139. 80 
1, 290. 39 
1, 309. 81 
3, 981. 41 
2, 717. 00 

13. 73 

2, 389. 00 
1, 893. 34 
3, 868. 02 
+ 579. 26 
819. 06 

12, 483. 44 
522. 00 
777. 90 
12,010. 13 
330. 33 

16, 509. 00 
3, 268. 10 
7, 201. 17 
1, 772. 47 

12,198. 58 

16, 590. 00 
5, 288. 03 
1, 506. 00 
6, 667. 50 

672. 00 
1, 895. 73 
7, 216. 00 
2, 782. 38 
4, 581. 94 

16, 500. 00 
3, 754. 61 
3, 865. 42 
1, 004. 94 
4,481. 77 

883. 21 
3, 068. 10 
323. 00 

16, 500. 00 
1, 564. 88 
3, 563. 89 
3, 124. 00 
4, 851. 95 
3, 684. 60 

14, 070. 80 
2, 825. 02 
7, 246. 62 


2, 133. 
67. 


1, 062. 
2, 838. 
9, O88. 
I, 142. 


4, 401. 


3, 500. 


93 
34 


60 
09 
33 
02 


jt 
gn 
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Appenbix IJ. List or Participants, ELictric COMPANIBS ADVERTISING 


PROGRAM 


JANUARY 1953. 


Alabama Power Co., Birmingham, Ala. 

Atlantic City Electric Co., Atlantic City, N. J. 
Arizona Public Service Co., Phoenix, Ariz. 

Arkansas Missouri Power Co., Blytheville, Ark. 
Arkansas Power & Light Co., Pine Bluff, Ark. 
Arkansas Utilities Co., Helena, Ark. 

Blackstone Valley Gas & Electric Co., Pawtucket, R. I. 
Boston Edison Co., Boston, Mass. 

Brockton Edison Co., Brockton, Mass. 

Cambridge Electric Light Co., Cambridge, Mass. 
Carolina Power & Light Co., Raleigh, N. C. 

Central Hudson Gas & Electric Corp., Poughkeepsie, N. Y. 
Central Illinois Electric & Gas Co., Rockford, Il. 
Central Illinois Light Co., Peoria, Ill. 

Central Illinois Public Service Co., Springfield, Il. 
The Central Kansas Power Co., Abilene, Kans. 
Central Louisiana Electric Co., Inc., Lafavette, La. 
Central Power & Light Co., Corpus Christi, Tex. 
Chester County Light & Power co., Philadelphia, Pa. 
Cleveland Electric [luminating Co., Cleveland, Ohio 
Colorado Central Power Co., Englewood, Colo. 

The Connecticut Light & Power Co., Hartford, Conn. 
Conowingo Power Co., Elkton, Md. 


Consolidated Gas Electric Light & Power Company of Baltimore, Baltimore, 


Consumers Power Co., Jackson, Mich, 

Dallas Power & Light Co., Dallas, Tex. 

The Dayton Power & Light Co., Dayton, Ohio 
Delaware Power & Light Co., Wilmington, Del. 
The Derby Gas & Electric Co., Derby, Conn. 

The Detroit Edison Co., Detroit, Mich. 

Duquesne Light Co., Pittsburgh, Pa. 

Edison Sault Electric Co., Sault Ste. Marie, Mich. 
El Paso Electric Co., El Paso, Tex. 

Empire District Electric Co., Joplin, Mo. 
Fitchburg Gas & Electric Light Co., Fitchburg, Mass. 
Florida Power & Light Co., Miami, Fla. 

Georgia Power Co., Atlanta, Ga. 

Gulf Power Co., Pensacola, Fla. 

Gulf States Utilities Co., Beaumont, Tex. 

The Hartford Electric Light Co., Hartford, Conn. 
Idaho Power Co., Boise, Idaho 

Indianapolis Power & Light Co., Indianapolis, Ind. 
Interstate Light & Power Co., Plattesville, Wis. 
Interstate Power Co., Dubuque, lowa 

Iowa Electric Co., Cedar Rapids, Iowa. 

Towa Electric Light & Power Co., Cedar Rapids, lowa 
Iowa Power & Light Co., Des Moines, Iowa 

Iowa Public Service Co., Sioux City, lowa 

Iowa Southern Utilities Co., Centerville, lowa 
Jackson Hole Light & Power Co., Jackson, Wyo. 
Kansas Gas & Electric Co., Wichita, Kans. 

The Kansas Power & Light Co., Topeka, Kans. 
Kentucky Utilities Co., Lexington, Ky. 

Lawrence Gas & Electric Co., Lawrence, Mass. 
Louisiana Power & Light Co., New Orleans, La. 
The Lowell Electric Light Corp., Lowell, Mass. 
Lynn Gas & Electric Co., Lynn, Mass. 

Madison Gas & Electric Co., Madison, Wis. 
Malden Electric Co., Malden, Mass. 

Marietta Electric Co., Marietta, Ohio 

Menominee & Marinette Light & Traction Co., Milwaukee, Wis 
Metropolitan Edison Co., Reading, Pa. 


Md. 
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Minnesota Power & Light Co., Duluth, Minn. 
Mississippi Power Co., Gulfport, Miss. 

Mississippi Power & Light Co., Jackson, Miss. 
Mississippi Valley Public Service Co., Winona, Minn. 
Monongahela Power Co., Fairmont, W. Va. 
Montana-Dakota Utilities Co., Minneapolis, Minn. 
The Montana Power Co., Butte, Mont. 

Monterey Utilities Corp., Monterey, Va. 

The Narragansett Electric Co., Providence, R. I. 

New Jersey Power & Light Co., Dover, N. J. 

New Orleans Public Service Inc., New Orleans, La. 
New York State Electric & Gas Corp., Binghamton, N. Y. 
Niagara Mohawk Power Corp., Syracuse, N. Y. 
Northern Pennsylvania Power Co., Towanda, Pa. 
Northern States Power Co. of Wisconsin, Eau Claire, Wis: 
Northern States Power Co. of Minnesota, Minneapolis, Minn. 
Northern Virginia Power Co., Winchester, Va. 

Ohio Edison Co., Akron, Ohio 

The Orange & Rockland Electric Co., Monroe, N. Y. 
Pacific Gas & Electric Co., San Francisco, Calif. 
Pacific Power & Light Co., Portland, Oreg. 
Pennsylvania Electric Co., Johnstown, Pa. 
Pennsylvania Power Co., New Castle, Pa. 
Pennsylvania Power & Light Co., Allentown, Pa. 
Pennsylvania Water & Power Co., Baltimore, Md. 
Philadelphia Electric Co., Philadelphia, Pa. 

The Potomac Edison Co., Hagerstown, Md. 

Potomac Electric Power Co., Washington, D. C. 
Potomac Light & Power Co., Martinsburg, W. Va. 
Public Service Co. of Indiana, Inc., Indianapolis, Ind. 
Rochester Gas & Electric Corp., Rochester, N. Y. 
Rockland Electric Co., Closter, N. J. 

Rockland Light & Power Co., Nyack, N. Y. 

found Valley Light & Power Co., Springerville, Ariz. 
St. Croix Falls Wisconsin Improvement Co., Minneapolis, Minn. 
Savannah Electric & Power Co., Savannah, Ga. 

The Scranton Electric Co., Scranton, Pa. 

South Penn Power Co., Waynesboro, Pa. 

Southern Indiana Gas & Electric Co., Evansville, Ind. 
Southern Pennsylvania Power Co., Oxford, Pa. 
Southwestern Gas & Electric Co., Shreveport, La. 
Southwestern Public Service Co., Amarillo, Tex. 

Superior Water, Light & Power Co., Superior, Wis. 

Tampa Electric Co., Tampa, Fla. 

Texas Electric Service Co., Fort Worth, Tex. 

Texas Power & Light Co., Dallas, Tex. 

The Toledo Edison Co., Toledo, Ohio 

Union Electrie Co. of Missouri, St. Louis, Mo. 

Union Electric Power Co., Monsanto, ILI. 

The United Illuminating Co., New Haven, Conn. 

Upper Peninsula Power Co., Houghton, Mich. 

Utah Power & Light Co., Salt Lake City, Utah 

Virginia Electric & Power Co., Richmond, Va. 

The Washington Water Power Co., Spokane, Wash. 

West Maryland Power Co., Oakland, Md. 

West Pean Power Co., Pittsburgh, Pa. 

West Texas Utilities Co., Abilene, Tex. 

Western Massachusetts Electric Co., Greenfield, Mass. | 
Wisconsin Electric Power Co., Milwaukee, Wis. 
Wisconsin Michigan Power Co., Appleton, Wis. 

Wisconsin Power & Light Co., Madison, Wis. 

Wisconsin Public Service Corp., Milwaukee, Wis. 

Worcester County Electric Co., Worcester, Mass. 
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Arizona Publie Service Co., Phoenix, Ariz. 

Arkansas Power & Light Co., Little Rock, Ark. 
Atlantie City Electric Co., Atlantie City, N. J. 

Black Hills Power & Light Co., Rapid City, 8. Dak. 
Carolina Power & Light Co., Raleigh, N. C. 

Central Electric & Gas Co., Chicago, Il. 

Central Hudson Gas & Electric Corp., Poughkeepsie, N. Y. 
Central Louisiana Eleerric Co., Inc., Alexandria, La. 
Central Power & Light Co., Corpus Christi, Tex. 
Cleveland Electric Illuminating Co., The, Cleveland, Ohio 
Colorado Central Power Co., Englewood, Colo. 
Columbus & Southern Ohio Eleetrie Co., Columbus, Ohio. 
Community Publie Service Co., Fort Worth, Tex. 

( necticut Light & Power Co., The, Hartford, Conn. 
Consolidated Gas Electrie Light & Power Co. of Baltimore, Baltimore, 
Consumers Power Co., Jackson, Mich. 

Dallas Power & Light Co., Dallas, Tex. 

Dayton Power & Light Co., Dayton, Ohio 

Delaware Power & Light Co., Wilmington, Del. 
Detroit Edison Co., Detroit. Mich. 

Edison Sault Electric Co., Saulte Ste. Marie, Mich. 
Empire District Electric Co., Joplin, Mo. 

Fiorida Power & Light Co., Miami, Fla. 

Gulf States Utilities Co., Beaumont, Tex. 

Hartford Electric Light Co., Hartford, Conn 

Home Light & Power Co., Greeley, Colo. 

Interstate Power Co., Dubuque, Iowa 

Iowa Electric Co., Cedar Rapids, Iowa 

Iowa Electric Light & Power Co., Cedar Rapids, Iowa. 
lowa Power & Light Co., Des Moines, lowa. 

Iowa Public Service Co., Sioux City, lowa 

Iowa Southern Utilities Co., Centerville, lowa 

Jersey Central Power & Light Co., Asbury Park, N. J. 
Kansas Gas & Electric Co., Wichita, Kans. 

Lake Superior District Power Co., Ashland, Wis. 
Louisiana Power & Light Co., New Orleans, La. 
Madison Gas & I lectric ¢ o., Madison, Wis. 
Metropolitan Edison Co., Peading Pa. 

Minnesota Power & Light Co., Duluth, Minn. 
Mississippi Power & Light Co., Jackson, Miss. 
Mississippi Valley Public Service, Winona, Minn. 
Missouri Power & Light Co., Jefferson City, Mo. 
Monongahela Power Co., Fairmont, W. Va. 

Montana Power Co., the, Butte, Mont. 

New Bedford Gas & Edison Light Co., Cambridge, Mass. 
New Jersey Power & Light Co., Dover, N. J. 

New Orleans Public Service, Inc., New Orleans, La. 
Northern Pennsylvania Power Co., Towanda, Pa. 
Northern States Power Co., Minneapolis, Minn. 
Northwestern Illinois Gas & Electric Co., Savanna, III. 
Northwestern Light & Power Co., Cedar Rapids, lowa 
Ohio Edison Co., Akron, Ohio 

Oklahoma Gas «& Electric Co., Oklahoma City, Okla. 
Otter Tail Power Co., Fergus Falls, Minn. 

Pacific Power & Light Co., Portland, Oreg. 
Pennsylvania Electric Co., Erie, Pa. 

Pennsylvania Power Co., New Castle, Pa. 
Pennsylvania Power & Light Co., Allentown, Pa. 
Pennsvlvania Water & Power Co., Baltimore, Md. 
Philadelphia Electric Co., Philadelphia, Pa. 

Potomac Edison Co., Hagerstown, Md. 

Potomac Electric Power Co., Washington, D. C. 
Public Service Co. of Colorado, Denver, Colo. 

Public Service Co. of New Mexico, Albuquerque, N. Mex. 


Md. 
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Public Service Electric & Gas Co., Newark, N. J. 
Rochester Gas & Electric Corp., Rochester, N. Y. 
48. 


Southwestern Gas & Electric Co. 


Shreveport, I 


St. Joseph Light & Power Co., St. Joseph, Mo. 
Superior Water, Light & Power Co., Superior, Wis. 


Tellruide Power Co. 


Texas Power & Light Co., Dallas, Tex 
Toledo Edison Co., Toledo, Ohio 


Salt Lake City, Utah 


Texas Electric Service Co., Fort Worth, Tex. 


United Illuminating Co., New Haven, Conn. 


Utah Power & Lig] 


Co., Salt Lake City, Utah 


ht 
Virginia Electrie & Power Co., Richmond, Va 
P 


Washington Water 
West Penn Power Co., Pittsburgh, Pa. 


ower Co., the, Spokane, Wash 


Wisconsin Electric Power Co., Milwaukee, Wis 
Wisconsin Hy dro Electric Co , Amery, Wis. 


Wisconsin Power & Light Co., Madison, 


Wis 


Wisconsin Public Service Corp., Milwaukee, Wis 





ExniBit X 


| Excerpts from statement of 
the Monopoly Subco 





Austin, manager, Colorado Association of REA co-ops before 
mittee, Senate Judiciary Committee, December 8, 1953 


COMPARISON OF PowER COMPANY PROPAGANDA AND STATEMENT OF FRED 


AANDAHL, ASSISTANT SECRETARY OF 
SEPTEMBER 29, 1953 
POWER COMPANY PROPAGANDA 


1. The electric companies are opposed 
to tax-free, subsidized electric power.! 

Under nationwide public power, real 
costs would show up either in the form 
of higher rates or higher taxes for you 
and al] other customers.‘ 

Federal projects consistently show 
losses, operating at low local rates which 
are made up twice over by the tax- 
payers in general.3 

2. Yes, where draw the line between 
things Government should and should 
not do? 

We believe that a proper function of 
Government is to help people do those 
jobs that need doing—and that they 
cannot do for themselves. If democ- 
racy is to endure, however, Government 
must encourage people to do for them- 
selves those things they can and are 
willing to do. We beheve that when 
Government insists on doing jobs that 
people themselves can do, it is a sign 
bureaucracy is putting its own interests 
first, not the people’s. 

For example, construction of econom- 
ically sound multiple-purpose dams to 
promote flood control and reclamation 
and improve navigation is a proper 
Government function. But even so, 
Government should encourage the people 
to carry on whatever of these or related 
activities they can.! 


THE DEPARTMENT OF THE INTERIOR, AT 
Missourt Basin INTERAGENCY COMMITTEE MEETING 


Farco, N. DaAkK., 


STATEMENT OF FRED AANDAHL 


It is time that we get away from the 
idea of giving power away at the tax- 
payers’ expense for the purpose of stim- 
ulating local public power and later its 
absorption by the Federal Government 
in an objective headed toward ultimate 
complete Federal Government monop- 
oly of power. 


It is the declared purpose to build 
multipurpose dams that are beyond the 
capacity of local resources and install 
in them a maximum of hydroelectric 
power, thus conserving and wisely using 
a great natural resource—running 
water—that would otherwise be wasted 
from year to year. Federal responsibil- 
ity, however, is limited to that amount 
of power, and people locally are advised 
in advance that they should pick up 
the responsibility of supplying their 
own additional needs. Other than in 
the multipurpose dams, the generation, 
transmission, and sale of electrical 
energy lends itself most advantage- 
ously to local enterprise. Every effort 
should be made to encourage local 
people to respond to that opportunity. 
The clear-cut statements. in the new 
power policy go a long way in assuring 
local people that under the present 
administration the Federal Govern- 


1 From Multipurpose Dams and Their Relation to the Electric Industry by Edwin Vennard and Robb 
M. Winsborough, published by Middle West Service Co., pl. 2 

1 From ABC’s of the Public Power Problem, published by the Detroit Edison Co., and I assume other 
private utilities, p. 11 

4 Ibid., p. 19 
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If you believe, as we do, that Govern- 
ment—in cooperation with industry 
can cut the Federal budget and lighten 
the tax load, you should make 


your 
beliefs known to the Congress ‘ 


3. A preference claase is a provision 
written into acts that authorize Federal 
power projects. Such provisions give 


public power agencies, public utility 
districts, Rural Electrification Admin- 
istration co-ops, municipalities, ete. 
priority in the purchase of Federal 


power. This is paid for in taxes by all 
other electric customers. In other 
words, part of the money you pay for 
your electricity goes to cut the bills 
of the preferred customers These 
clauses have been called the heart of 
the Government-ownership movement.5 


4. The that 45 com- 
plete investor-owned companies have 
been taken over by public agencies, 
and a substantial portion of the prop- 
erty of 20 others has been taken over.® 


record shows 


Fair treatment by the Government, 
an end to preferences in marketing Fed- 
eral power, preferences which penalize 
plivate companies and 80 percent of 
the people; enactment of laws to im- 
prove, rather than hamper, the useful- 
ness of the investor-owned companies to 
the public.? 

5. The well-advertised cheapness of 
public-power rates is a myth from a 
national standpoint. The taxpayer at 
large is called upon to shoulder the taxes 
that public power agencies escape pay- 
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STATEMENT OF FRED AANDAHL 


ment is not going to attempt 
a Federal power monopoly. Local re- 
sponsibility gives both economic 
strength and political stability to our 
Nation. 

The Federal 
transmission 
connect 


to create 


Government will build 
lines necessary to inter- 
its major hydroelectric plants 


n each area that constitutes a logical 
power marketing area, thereby build- 
ing up a maximum of firm power for 
sale. It will also build some transmis- 
sion lines, where necessary, to reach 
load center The transmission of 


power, however, insofar as_ possible 
should be left as a local responsibility 

Both by the affirmative statements in 
the present power policy and also by 
omission of provisions that were in the 
previous power policy, it is apparent 
that it will be the Federal Government’s 
purpose to dispose of Federal power in 
communities in such a way that it will 
not disturb established retail systems. 
At the local level people should deter- 
mine for themselves whether they want 
public power or want to have their 
power needs supplied by private enter- 
prise. The Federal Government should 
not attempt to influence these decisions. 
Insofar as Federal power if offered for 
sale at prices lower than power can be 
produced locally and this power is made 
available first to preference customers, 
it of itself creates a desire among local 
people to become preference cus- 
tomers. * * * 

The availability of remaining power 
to nonpreference customers, together 
with prospective reduced differential in 
the price of Federal and locally pro- 
duced power, should materially reduce 
the unfortunate pressure on local com- 
munities to establish local public-power 
entities just to make Federal hydro 
power available to themselves. 


As a word of warning, I would like to 
forecast that, except in high fuel-cost 
areas, 5 years hence the spread in price 
between federally produced power and 
locally produced power, either from 


‘From You * * * Draw The Line Between Essential and Unnecessary Federal Power Projects by the 


National Association of Electric Companies 


5 From ABC’s of the Public Power Problem, published by the Detroit Edison Co 


6 Ibid., p. 23 
7Ibid., p. 36 


»p.i4 
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ing, as well as to provide cheap or free 
capital to them.* 

6. Few w yuld obiect to the 
ment’s building the 
needed for suc} 
trol, reclamation and navigation. 
When such dams are built, power can 
generated at 
these dams, preferably by private-enter- 
prise facilities. America can use an 
expanding supply of power.’ 

The only real threat of monopoly in 
the power field comes from Government 
That could lead to 
Government control of all industry.” 


Govern- 
actually 
ood con- 


dams 


purposes as fl 


some of 


be economic ally 


ownership itself. 


before 


7. Time and again 
sional committees and elsewhere—the 


congres- 


electric companies have tried to make 
the things clear 
1. They stand ready, willing, and abl 


to meet the power needs the Nation 
on an everexpanding basis 


2. They believe that, in a democracy, 


the Government should not do for th 
people things the people are able to do 
for themselves—either as individuals or 
through their business organizations." 
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steam plants or otherwise, will be much 
less than it is at the present time. 

It is the declared purpose to build 
multipurpose dams that are beyond the 
capacity of local resources and install 
in them a maximum of hydroelectric 
power, thus conserving and wisely using 
a great natural resource—running 
water—that would otherwise be wasted 
from year to year Federal responsi- 
bility, limited to that 
amount of power, and people locally are 
advised in advance that they should 
pick up the responsibility of supplying 
their own additional needs, Other than 
in the multipurpose dams, the genera- 
tion, transmission, and sale of electrical 
energy lends itself most advantageously 
to local enterprise. Every effort should 
be made to encourage local people to 
respond to that opportunity. The clear- 
cut statements in the new power policv 
go a long way in assuring local p2ople 
that under the present administration 
the Federal Government is not going 
to attempt to create a Federal power 
monopoly. Local responsibility gives 
both economic strength and _ political 
stability to our Nation. 

Qne great weakness in the present-day 
trend is to concentrate power and re- 


sponsibility in our National Govern- 
Ff 


however, is 





ment. The economic strength of our 
Nation, however, depends primarily on 
the initiative and determination of local 
peopl In the field of supplying the 


electrical power needs there is a fine 
opportunity for local initiative. In the 
power-policy statement and the market- 
ing criteria that goes with it for the 
Missouri Basin, we have defined the 
limits of Federal responsibility and have 
ked the local people to supply the 
remaining needs. 


as 





Exuinir Y 


FEDERAL SOCIALIZATION OF 


Address by Herbert 


Hoover at the Diamond Jubilee of 


ELectric PowreR 


tae Case Institute of 


Technology, Cleveland, Ohio, April 11, 1953 


This is a celebration of the founding of a great institution dedicated to scientific 


research and the training of engineers and scientists. 
abilities and initiative for a climate of freemen. 


You seek to sharpen their 
It is an appropriate time for 


discussion of some of the forces in our Federal Government which have been 


destructive of such a climate. 


In the field of Federal electric power we have an example of 20 years of creeping 


socialism 


§Thid., p. 23. 

* From Turn on the Light or Let’s Take a Look at People, Power, and Government, by the National 

Association of Electric Companies, p. 7. 
Ibid., p. 11 


"i [bid., p. 12 


sh 


with a demonstration of its results. 


ee > oh 
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Three years ago the Commission on Organization of the Executive Branch of 
the Government, under my chairmanship, made an investigation into the Federal 
activities in electric power. As the Commission was not dealing with public 
policies, its recommendations were confined to administrative reforms. Even 
these have not been carried out. The highly critical reports of our staff of 
accountants and engineers amply illuminated the results of this socialist invasion. 

And at once let me state that tbe present administration is not responsible for 
this situation; they inherited it on January 20, 1953. 


WHAT IS THE AMERICAN WAY OF LIFE? 


Before I go into more detail I wish to say something as to what the American 
wav of freemen really is. 

The socialists, with their ideas imported from Europe, totally misconstrue the 
unique structure of American lite. They envisage it in terms of European 
societies. 

Ours is a system of freemen and free enterprise in which our concepts have 
steadily departed from those of the Old World in two directions. 

We have conceived that, to have freemen, we must be free from the economic 
tyrannies which were nurtured in Europe’s laissez-faire, dog-eat-dog system of 
economy. 

Freemen can no more permit private economic power without checks and 
balances than governmental power without checks and balances. 

The great enterprises of production and distribution can be used tor economic 
oppression. ‘To prevent this oppression of freemen, we originated Government 
regulation unique in the world. We regulate rates and services of natural mon- 
opolies, such as the electric power utilities. We insist upon treedom from trade 
monopolies and the enforcement of constructive competition. We adopted this 
economic philosophy 70 years ago in a revolution from European concepts and 
practices, 

And in another departure from European social structures we have developed a 
far greater expansion of free cooperation between men in community interest. 
Its extent is without parallel in any other country. It gained force from the 
necessities of a pioneer people where cooperative action was vital to their exist- 
ence. Today I daresay we have a million nongovernmental organizations for 
cooperative action in our country. They include thousands of health, educa- 
tional, sports, musical, social, business, farmers, and labor organizations. They 
have been created without the aid of bureaucrats. In some aspects we could add 
to these our insurance and savings banks and our corporations in general. 

And we bold 10,000 annual conventions of them and survive unending speeches 
and banquets. 

This cooperative system is self-government of the people outside of government. 
It is the most powerful development among freemen that has taken place in all 
the world. 

The Old World, however, went on with its lack of effective economic sa‘eguards 
for freemen and its dearth of cooperation in the American sense. One result was 
the rise of socialism as a protest. 

I emphasize this unique structure of our American economic and social li’e be- 
cause it is intot his system, far divorced from the Old World, that our fuzzy-minded 
socialists are striving to inject ideas foreign to our concept of li‘e. 

And they have made progress with these adulterants. They intrude into many 
avenues of American life. And they threaten a new oppression of freemen 
greater than the old dog-eat-dog economy. 

Tonight I shall appraise the aspects of creeping socialism in the electric power 
industry by the Federal Government only. Rightly or wrongly, the State and 
municipal governments do engage in electric enterprises. But at least their 
activities respond to the will and scrutiny of local government. 

Nor do I include the Rural Electrification Administration in this discussion, 
although it receives great Government subsidies. It has worthy purpose, but 
that operation is so small a percent of the electric power in the country that it 
cannot eat up the industry. 


PRIVATE ENTERPRISE IN ELECTRICITY 
In the electric field there are certain transcendent facts. 


First. Under the initiative of freemen we developed the technology and use 
of electricity far beyond any other country. 
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Second. Stemming from private enterprise, we have created a per capita 
supply of electrical power for our people 3 times that of the combined Western 
uropean nations and 11 times the average of the whole foreign world. 

Third Private enterprise could keep in pace with demand, and could have 
more advantageously distributed the power from Federal water conservation 
proj cts. 

Fourth. With our advancing technology and individual initiative, the average 
price of household electric power is sold today by our private enterprise utilities 
at one-third of the price of 30 vears ago—and that is while most other commodities 
and wages have increased by 50 to 100 percent. There is no such parallel in any 
other commodity 

Despite these results from a free economy, these concepts of freemen were 
abandoned 20 years ago when the Federal Government entered into the socialization 
of electric power in a big way 


rHE METHOD OF SOCIALIZATION 


} 


The device by which our Federal bureaucracy started to socialize this industry 





was through the electric power from our multiple-purpose water conservation 
dams. We needed these dams. And we need more of them. They were built 
to serve navigation, flood control, irrigation and domestic water supplies and to 
provide electric energy However, the central question here is not the creation 
of this electric power but using it to promote socialism. The first step toward 
socialization was taken when the Federal Government undertook itself to generate 
and distribute this electric power from multiple-purpose dams. And now the 


Federal Government has taken further socialistic leaps by building steam and 
hydro plants solely for the generation of electric power. 

Up to 20 years ago we avoided socialism by selling the energy at the dams to 
private utilities and irrigation districts. The Government received a return 
without incurring operating expenses 

Let no one misinterpret my views on water conservation. I have been for 
30 years an ardent exponent of multiple-purpose dams. I can claim some credit 
for the first gigantic multiple-purpose dam in the United States. That one is in 
the Colorado River. 

But again on the Colorado we avoided socialism by stipulating that before 
construction began the energy should be leased to the private utilities and munici- 
palities. And we contracted to sell it at a rate which provided for interest on 
the Government investment and the complete repayment of the investment 
within a period of 50 years. The consumers over these 17 years since have found 
no cause for complaint from that arrangement. 


THE MARCH OF SOCIALISM 


Do not think these Federal electric enterprises are smal! business. 

['wenty years ago the total generating capacity of electric power from Federal 
dams was about 300,000 horsepower It was about two-thirds of 1 percent of 

he total electric generating capacity at that time. 

As some people are confused by the technical terms ‘kilowatts’? and ‘kilo- 
watt-hours,”’ I have translated them into horsepower. 

By the middle of 1953, the Federal Government will have a generating capacity 
of about 15,000,000 horsepower That is about 12 percent of the utility gen- 
erating capacity for sale to the public. Federal power is already being sent into 
<i States 

But far beyond this, there are Federal generating plants in construction or 
authorized by the Congress, making a total of over 200 plants which will bring 
the total up to about 37,000,000 horsepower. If completed the Federal Govern- 
ment would be furnishing somewhere from 20 to 25 percent of the electric utility 
capacity of the Nation. The cost in capital outlay to the taxpayer will be about 
10 to 11 billion dollars, plus some great deficits in promised interest and other 
returns 


But that is not all Further projects have been recommended to Congress. 
And still more are contemplated in Government reports If they were all 


undertaken, it would bring the total to about 90,000,000 horsepower. 

This bureaucracy now employes 33,000 persons and is increasing every day. 
And if all these dreams were realized, their employees on the Federal payroll 
will likely exceed 200,000 

But even this is not the whole story. Lest anyone thinks this is good for us, 
I may point to some of the already evident consequences of socialized electric 
power. 
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EXPANSION BY DURESS 


Under the irresistible nature of bureaucracy and the backing of the socialists 
every one of these Federal enterprises becomes a center of encroachments upon 
or coercion and absorption of the private industry. For instance, by the threat 
of WPA gifts and low interest rates on loans to municipalities, private enterprises 
were absorbed at less than their worth. 

Great duplicate transmission lines have been built and more are contemplated. 

Some of these Government enterprises are given the power of eminent domain 
by which they could seize transmission lines and substations of competitors 
and, if the owner refuses their price, he can pay lawyers for years to fight for 
compensation in the courts. Free enterprise never had such a privilege. 

Some part of the heavy taxes on private utilities goes to build up and support 
their Federal competitors. 

Private enterprises have been prevented from undertaking certain hydro- 
electric developments in favor of the Government agencies. 

These manipulations and powers threaten and weaken the ability of many 
private concerns to finance their needed expansions. 

Indeed some of them with these guns pointed at them have already thrown up 
their hands. 

Socialization in other directions has been injected into these projects. For 
instance, the provision that water will not be supplied to farms of over 160 acres 
in some of the California Central Valley operations. Apparently all others are 
Kulaks. Also some of these Federal power enterprises, with cheap Federal capital 
and subsidized power, are engaged in manufacturing business in competition with 
private enterprise 

FREEDOM FROM TAXES 


These Federal enterprises and their distributing allies pay no taxes to the 
Federal Government and comparatively little to the local governments. In 
the last fiscal year the private enterprise utilities paid over $750 million taxes to 
the Federal Government and nearly $470 million to the State and local govern- 
ments. The actual Federal electric enterprises paid less than $5 million toward 
State and local taxes. 

Obviously there is here a huge burden thrust onto every taxpayer throughout 
the Nation. It will be much greater if the 37,000,000 horsepower program is 
completed. 

Nor is this all of the burdens thrust upon the nationwide taxpayer as I will 
show you in a few moments. 


UNKEPT REPRESENTATIONS TO THE CONGRESS 


In many cases the cost of constructing these projects has been woefully under- 
estimated. For instance, the Colorado-Big Thompson project was originally 
estimated at about $44 million, but is costing over $160 million. The Hungry 
Horse project originally estimated at $39 million will cost over $109 million. 
Work has been started on the Oahe project. It was originally estimated to cost 
about $72 million. It is now estimated that it will cost $293 million, 

Some of the inereased cost has been due to rising prices but such an excuse by 
no means explains the degree of underestimate. Some of this underestimation 
is possibly due to presenting the Congress with a modest project and then hugely 
edging it up. 

Another variety of underestimation is such as the case of the Cumberland 
River development where the proposals were justified to the Congress on a valua- 
tion of the power which was subsequently sold for less than one-half that amount. 
Whether these are devices to persuade and commit the Congress or just incom- 
petence, I do not know. 

In any event such methods would break any business except Government. 


UNKEPT PROMISES AS TO RETURNS 


The original New Deal promises assured Congress that these enterprises would 
pay 3 percent interest and pay back, that is, amortize the Federal investment over 
50 years. This formula has either been abandoned, sadly ignored, or juggled. 

First. The cost of a multiple-purpose water project must be divided among 
its several functions, such as navigation, flood control, irrigation, community 
water supply, and hydroelectric power. The interest and amortization of the 
Federal electric power investment can be decreased by assigning more capital 
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cost to flood control and navigation. The reports of the Federal Comptroller 
General have protested that such favors have been done. 

Some of the Federal enterprises do not include interest on their capital cost 
during construction, which, again, decreases the payment of interest and amor- 
tization on the Federal taxpayers capital invested. All of which thereby decreases 
the claimed costs. 

But these practices again subsidize the rates to a minority of consumers at the 
expense of the nationwide taxpayers. 

Second. Taking these enterprises as a whole, comparatively little interest 
and amortization have been paid to the Federal Treasury on the Government 
investment over all the past years. There is a huge acc umulation of this deficiency 
which should be repaid. Some of these Federal enterprises do not take into ac- 
count interest and amortization in their costs and thus lower the rates they make 
their consumers. Some of them do not even enter such a charge in their books. 

Some of them do not include the pensions to their employees which, under 
civil service, are partly loaded on the taxpayer. 

Further, a question could also be raised as to the method providing for the costs 
of depreciation and provision for obsolescence. 

Third. Our Federal Reorganization Commission employed Haskins & Sells, 
one of the leading accounting firms in the United States, to investigate the finances 
.nd accounting practices of a 1: arge part of these Federal electric power activities. 
They applied the yardstick of 3 perce ent interest and amortization in 50 years to 
the acknowledged Federal investment in power in a of these Federal enter- 
prises. They found many of them ale never be able to make the return which 

was at one time promised to the Congress. 


STILL FURTHER BURDENS AND LOSSES TO THE NATIONWIDE TAXPAYERS 


And there are more burdens thrust on the taxpayer from this program of social- 
ized power. He has to furnish by taxes the huge capital being invested. Also, 
as these Federal enterprises have not paid the promised interest, the taxpayer 
has had to pay it on government bonds. And the nationwide taxpayer will have 
to stand all the deficits from mistakes and underestimates. 

nder these present methods and practices, this burden and losses to the 
nationwide taxpayer is not small chang It will run into billions, 

And from another angle, if the price of power from the Federal enterprises were 
placed at a level which would include tax equivalents and all theother nonin- 
cluded costs, their rates generally would be equal to, and in some cases higher than, 
the rates of neighboring private utilities. 


THE OPERATING BALANCE SHEET 


We can appraise what all this means in actual figures. I have received from the 
Federal Budget Bureau a statement of the gross receipts and gross operating 
*xpenses of these Federal enterprises taken as a whole for the fiscal year 1952, 
and the estimates for the year ending June 30 of this year. This statement shows 
an apparent surplus over operating expenses of about $100 million for each of these 
years. Here, however, come in several great ‘‘buts.”’ 

If the omitted interest, the omitted amortization, and the refunding the ac- 
cumulated deficiency of these items, and other costs I have mentioned were in- 
cluded, this so-called surplus would turn into a deficit 

\nd I do not include in this deficit any equivalent for taxes—another large 


Also, I am advised that the operating receipts for 1952 could have been $75 


million greater had this power been sold at the market price. 


ACCOUNTING 


Our reorganization commission accountants condemned many of the Federal 
power financial and accounting methods and estimates. They found the true 
construction and operating costs to be obscured. They proposed many ame 
which have not been a ipueed. The Comptroller General of the United States, 





late as 66 days ago, commented on accounting deficiencies. 

The Federal power enterprises do not even keep their accounts or present their 
statements in the intelligible manner which the Government requires of private 
enterprise. They do, however, emit a host of propaganda figures in press releases. 
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I recommend to anyone interested in bureaucratic action to see whether he can 
add up the sums, past and present, involved in Federal electric enterprises from 
among the 4 million words and sums in the Federal budget. 


OTHER EFFECTS ON CITIZENS 


All this affects the citizen in many ways aside from the injustice of huge losses 
and tax burdens which result in subsidized power to favored groups and 
communities, 

There is a constitutional question involved in these enterprises which must con- 
cern the citizen. No one can even attempt to defend many of these activities 
except on the welfare clause in the Constitution. Under that interpretation, the 
Federal Government could take over about everything except elections and the 
churches. 

And there is a further important question to the citizen. There is here being 
erected a sort of Federal regional control in which State governments have some 
nominal representation but without authority. The people in these regions may 
get power at the expense of the nationwide taxpayer, but they are surrendering 
the control of their resources and energies to a Federal bureaucracy. 


REMEDY 


However, I do not believe in criticism without remedies. 

Over 20 years ago I recommended to Congress the transformation of an ex 
officio commission into a full Federal Power Commission with regulations which 
had teeth in them. The purpose was to control the oppressive empires then 
growing in the private electric utilities. The transformation was made but 
without the teeth. My successors set up the Securities Exchange Commission 
to do this deempiring. Now, however, it is the Federal Government itself that 
urgently needs the same deempiring. 

The first steps should be 

The Congress should cease to make appropriations for more steam plants or 
hydroelectric plants solely for power. If they are justified, private enterprise will 
build them and pay taxes on them, 

The Congress should follow the precedent of the Colorado project and make 
no more appropriations for new multiple-purpose projects unless the electric 
power is first leased on terms, the standards of which I will describe in a moment. 

The Congress should, jointly with the President, set up a temporary Com- 
mission on reorganization of this whole Federal venture with resources to employ 
technical assistance. 

(a) This Commission should investigate and recommend proper methods of 
accounting and a revision of the division of Federal investment in these projects 
between electric power and other purposes, and recommend proper practices for 
the future; 

(b) The Commission should report on the actual cost of, and the prospective 
returns from, each of these major enterprises; 

(c) The Commission should formulate the methods and standard terms for 
leasing generating plants, transmission lines and the electric energy to private 
enterprise or to municipalities or to the States or to regional authoriti ies that may 
be set and managed by the States. These standard terms should provide for 
payment of interest and amortization of the Federal investment, the refunding of 
arrears in these items and also some contribution in lieu of taxes. The latter 
would not need apply in cases of private enterprises as they pay their own taxes. 

(d) The Commission should develop methods by which non-Federal agencies 
can share cooperatively in the cost of future capital outlays on the electrical part 
of multiple-purpose dams. 


WORKING OUT THESE POLICIES 


Some of these projects could be disposed of so as to return these standard 
terms to the Federal Government. Others, due to excessive cost, may need con- 
cessions, and the Federal Government would need cut its losses. 

Others of them, pending disposal, will need continue to be operated by the 
Federal Government. In these cases the Commission should recommend what 
ates they should charge their customers so as to make te standard returns. 
They should recommend methods to compel such payments to the Federal 
Treasury instead of their diversion to other purposes. Such action wculd test 
the value of these enterprises and, in some cases, indicate what losses may need 
be cut. 
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The objective of the whole proceeding should be to get the Federal Government 
out of the business of generating and distributing power as soon as possible. 

In any event, the consumer at all times can be protected by regulation of rates 
by the State or Federal authorities. 


rHE RESULTS 


It. is my belief that, if these proposals be carried out, the ultimate result would 
be a substantial return to the Treasury without consequential operating expense 
or bureaucracy. 

Moreover, the agencies to whom these projects were leased would undertake or 
cooperate in their own expansions. 

It is my belief that if these things be done, the Federal Government ultimately 
could reduce its annual investment in power enterprises by at least $600 million 
per annum. 

This program would begin the end of Federal bureaucratic regional control of 
the States and their people. 

Above all, we would rescue freemen from this variety of creeping socialism. 
The American people have fought off socialized medicine, but here is a hole in the 
dike of freemen that is bringing a flood. 

Chere are those who shy away from the use of the term “socialism,” or the name 
of Karl Marx, in connection with what is going on in the power field. But, 
excepting those who desire socialization, they are blind to the facts. Socialism 
has become the world’s nightmare. It is not the American dream. 

The intellectuals who advocate these Federal activities carry a banner on which 
they falsely inscribe the word “‘liberalism.’”’ There is one thing I can say beyond 
any measure of doubt. It is a false liberalism that expresses itself by Federal 
operation of business in competition with the citizen. It is the road not to more 

iberty but to less liberty. True liberalism is found not in striving to spread 
bureaucracy, but in striving to set bounds to it. True liberalism seeks all legiti- 
mate freedom, in the confident belief that without freedom, all other blessings are 
vain. Liberalism is a force truly of the spirit coming from a realization that 
economic freedom cannot be sacrificed if political freedom is to be preserved. 


Exuisit Z 


RESOLUTIONS ADOPTED AT VARIOUS REGIONAL CONVENTIONS IN 1952 AnD 1953 
REGION I—1952. INVESTIGATION OF PRIVATE POWER INDUSTRY 


Whereas the private power industry has in recent years manifested the same 
arrogant disregard for the public interest that it showed in the 1920’s; and 

Whereas it has, through multimillion-dollar expenditures on lobbying, adver- 
tising, obstructive court action and other means, attacked the rural electric co-ops 
and the public development of natural resources as ‘‘socialism,”’ ‘‘waste,’’ and so 
forth, and has in the process attacked the very processes of democratic government 
and the Government itself; Now, therefore, be it 

Resolved, That the President and the Congress, through appropriate agencies, 
conduct a thorough investigation of these activities and expenditures for the 
purpose of exposing these machinations and of ascertaining the nature of the 
corrective legislation necessary to protect the citizen, the ratepayer and the in- 
vestor from this misuse of utility funds. 


REGION V-——1952. INVESTIGATION OF POWER INDUSTRY 


Whereas the profit power industry has expended large sums of money to in- 
fluence periodicals, educational institutions, and legislators and the dissemination 
of vicious half-truths and innuendoes attacking the rural electric cooperatives: 
Now, therefore, be it 

Resolved, That the President of the United States be urged to instruct the Federal 
Trade Commission to proceed with a preliminary study of the scope, cost, and 
effectiveness of recent private utility tactics; and be it further 

Resolved, That Congress conduct a full-scale investigation of the expenditures of 
the profit power industry to influence periodicals, educational institutions, and 
legislators, and based upon the findings of such investigation, to enact appro- 
priate legislation designed to protect the ratepayers from the use of their funds for 
political propaganda advertising, gifts, and lobbying. 
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REGION IX 1952 


We urge that Congress direct the Federal Trade Commission to investigate 
private power company expenditures designed to influence periodicals, educational 
institutions, and legislation along the lines of the Magnuson- Magee bill. 


REGION VI 1952. INVESTIGATION OF PRIVATE POWER INDUSTRY 


The private power industry in America must be cleansed. Although its illegal, 
immoral, and degrading activities were exposed and condemned only two decades 
ago, the unreformed and unrepentant industry given a privileged monopoly 
position to supply a necessity of our lives, is today again charging and expending 
ratepayers’ money as operating expe nse, to ¢ orrupt public sources of information, 
education institutions, public agencies, and the functioning of our democratic 
institutions. There must be immediately established at every level of private 
utility operation a thorough and continuing investigation of all expenditures of 
moneys by power monopolists for propaganda, lobbying, political activity, or 
corruption of public servants or institutions. Regulatory bodies, law enforce- 
ment agencies, legislatures and the Congress itself must discharge their duty to 
the American people to expose, punish, and publicize unethical, immoral, or 
illegal practices on a vigorous and continuing basis. There must be immediate 
and continuous action to assure that benefits or tax concessions, accelerated 
amortization subsidies and similar windfalls to private companies reach consumers 
and that inflated valuations, watering, and inefficiency are not charged in expense. 


CONVENTION—1953 
Resolution 41. Propaganda Investigation 


Whereas the private power industry has, in recent years, manifested the same 
arrogant disrege ard for the public interest that it showed in the 1920’s; and 

Whereas it has, through multimillion dollar expenditures on lobbying, ad- 
vertising, obstructive court action, and other means, attacked the rural electric 
cooperatives and the public development of natural resources as “‘socialism,’ 
“‘waste,’”’ and so forth, and has in the process attacked the very processes of 
democratic government and the Government itself: Now, therefor, be it 

Resolved, That the President and the Congress, through appropriate agencies, 
conduct a thorough investigation of these activities and expenditures for the 
purpose of exposing these machinations, and of ascertaining the nature of the 
corrective legislation necessary to protect the citizen, the ratepayver, and the 
investor from this misuse of utility funds 


REGION VIII 1953 


Now, therefore, be it resolved, That the delegates to the region VIII meeting of 
the National Rural Electrie Cooperative Association, representing approximately 
100 rural electric co-ops from the States of Oklahoma, Louisiana, Arkansas, and 
Missouri, in annual meeting in Oklahoma City this.13th day of October, 1953, 
officially demand a full-scale investigation of the relationship of the expensive 
power company lobby to the recently announced Federal power policy, an in- 
vestigation of the relationship of certain leading power companies and their 
officials to those who blueprinted the new power policy, with a view to criminal 
prosecution if evidence warrants such action; and be it further 

Resolved, That his investigation be conducted by a proper committee of the 
Congress; that all evidence and circumstances of the new power policy be pursued 
without bias as to political affiliation. 


REGION IX 1953 


We recommend that Congress provide for a nationwide study of the propaganda 
lobbying and political activities and expenditures of private electric utility 
corporations and of any organizations and associations supported by them, and 
that this study look toward the preparation of legislation to curtail these activities 
and expenditures as being contrary to the public interest. 
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Exuisit AA 





Two kinds of electricity 

Do you know the difference? They seem very much alike. They do the same 
things. ‘They are produced in the same ways. 

One is the electricity the Federal Government produces and distributes. The 

other is the electricity you get from your business-managed electric company. 

lhere are big differences between them—differences that directly or indirectly 

affect you and your family. Here’s what they boil down to . 


Company electricity Government electricity 

It pays taxes (about 20 cents out of It pays little or no taxes. 
every dollar you pay for electric service). 

It is available to everyone in the com- It goes first to certain favored groups. 
pany area without discrimination. 

Its rates are strictly regulated by peo- Its rates are exempt from normal regu- 
ple chosen to represent you. lation. 

It plays a key role in America’s free It isa step toward a government power 
enterprise system. monopoly—and socialism. 


When electric companies can build, finance, and operate the electric power 
projects America needs, isn’t it extravagant for the Federal Government t» spend 
your tax money to build them? 


The answer to that question is important to you. That’s why these facts are 


presented to you by America’s electric light and power companies.’ 
“Meet Corliss Archer’ —ABC radio—Fridays—9:30 p. m., e. s. t. 
\ 


You Are ‘lhere’’—CBS television—witness historv’s great events 


* Names on request from this magazine 
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Exuisit AB 


[From Home and Community Service published by Public Service Co. of Colorado, March 1958] 


BEHIND HER SWEFPER 


At the turn of the centurv the homemaker bought a broom for a few cents to 
sweep her rug; but she actually only beat the dirt and dust into the backing and 
onto the floor underneath, or whisked up into the air to settle on the other furni- 
ture. 

Today, Mrs. Homemaker has scrimped and saved on the family budget to buy 
an electric vacuum cleaner, which cost many times over the price of the broom. 
However, she knows that most of the dirt and dust is being sucked into the 
sweeper’s bag and that little is being circulated around in the air. Her work is 
easier; her rugs cleaner; her day more free for other activities. 

It is true the vacuum swee per has cost her money—important money; but, it 
has saved her time and labor to say nothing of adding life to her rug. More 
improvements will undoubtedly be made on the sweeper in the future years, 

But, how much would her sweeper be worth with no electricity to make its 
motor turn? It would be worth less than the broom. 

Public Service Co. of Colorado fully realizes its obligation to Mrs. Homemaker 
and has on hand and waiting an adequate supply of electricity, instantly available. 
To fulfill this obligation the company has spent millions of dollars in building or 
expanding existing generating stations and to purchase adequate equipment for 
the maintenance of service. And, of course, behind these gigantic plants and 
tremendous amounts of equipment, stand the employees of the company ready 
to serve you. Again, the company has spent many more millions to train and 
to keep the highly specialized personnel required to give you service anytime you 
flick your switch. 

Unless your electric utility is far-sighted and keeps ahead of your demands, 
its capital investments are useless. It must anticipate how much electricity 
you and your neighbors will require in the future and build installations and per- 
sonnel which can adequately take care of your needs. 

Public Service Co. of Colorado is constantly aware of your present requirements 
and is always building ahead of your needs for years to come so that when you 
flip that switch your hard-earned vacuum has the energy it needs to help you in 
your household chores, 


GREEN GOES THE MENU IN MARCH! 


March is a capricious, temperamental month with whimsical moods. March? 
the month of blustery winds; the month of Saint Patrick’s parties, Lenten days, 
and the beginning of spring—at least according to the calendar. March, the gay 
and the serious. 

It’s too early to let that mysterious ailment known as spring fever undermine 
good intentions and routine responsibilities, but it’s a well-known fact that by 
the time March arrives, we are tired of everything. 

The house looks dingy, the wardrobe has a run-down-at-the-heel appearance 
after a long winter, and we’re tired of heavy winter foods. 

The eye as well as the palate needs to be tempted. To pamper lagging appe- 
tites, let fish, cheese, and egg dishes play the stellar role in the menu; then for 
that necessary pick-up, serve plenty of fruit, fresh, crisp vegetables and other 
salad ingredients. Combinations of salad ingredients are limited only by the 
ingenuity of the salad maker and the occasion. 

Appropriate for Lent, Saint Patrick’s Day, or a spring luncheon is a tasty, 
Irish topper salad. 

Irish Topper Salad 


1 package lime-flavored gelatin 

1 cup hot water 

1% cups crushed pineapple and juice 
cup cottage cheese (dry) 

44 cup sweetened condensed milk 

46 cup salad dressing or mayonnaise 

1 teaspoon prepared horseradish 

46 cup nut meats 

6 pineapple slices 

Lettuce leaves 


41455—54—pt. 1—_—-81 
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METHOD: 
1. Dissoive gelatin in hot water; then add crushed pineapple and juice. Chill 
until mixture begins to thicken. 

2. Mix cottage cheese, condensed milk, salad dressing, nut meats and horse 
radish together. Add to gelatin mixture. 

3. Pour into small paper cups or glasses to a depth of about 144 inches. Chill 
until thoroughly set. 

1. When ready to serve, place pineapple slice on a bed of lettuce. Unmold 
salad on center of pineapple slice so that it resembles a “‘top hat.’’ To make the 

hatband”’ moisten Philadelphia cream cheese with cream and mix until smooth 
and fluffy; then force through a pastry tube. 





THIS IS AMERICA-——PRIVATE ENTERPRISE SCORES AGAIN 


A few weeks ago ground was broken for two huge new electric generating sta- 


tions. Together they will be among the world’s largest suppliers of power, with 
a capacity of nearly 2'4 million kilowatts. 

There are several noteworthy facts about these plants. They will burn coal 
and will supply power at a fraction of a cent per kilowatt-hour. They will have 
but one customer—the Atomic Energy Commission. And they are not being 


built by the Government with the people’s tax money, 


The two gigantic plants are being built by a group of business-managed utility 
ain 


companies They will be financed 100 percent with private capital—with the 
savings of individuals and enterprise. They will not be free from taxation, as 
are the socialized systems. They will pay taxes, at heavy rates, on any profits 


they make 

AEC entered into a contract with the utilities concerned because the directors 
of that all-important agency are convinced that it was the best way to obtain 
the vast quantities of dependable, low-cost power needed. When one of the 
biggest power-producing jobs in world history was required, AEC put its faith 
in private enterprise 

There is the answer to those who say that only the Government is capable of 
doing such huge jobs—that socialism is the only solution. It is an answer which 
we should never forget next time we hear the so-called power issue debated. 


RESIDENTS SHOULD INSPECT CHIMNEYS 


Owners and renters again are warned to acquaint themselves with the cleanout 
plugs in the chimneys of their gas-fired heating equipment to avoid imperfect 
combustion and the possibility of escaping monoxide gas fumes. 

Residents should inspect the cleanout plugs to determine the amount of de- 
terioration occurring in the chimney, such as soot, mortar, and bricks, which may 
block the vent of the furnace and cause generation of deadly carbon monoxide 
fumes, also imperfect burning of the appliance, 


Exuisir AC 


FuRTHER Quotes From THE PuBLIC SERVICE ComPpANY PUBLICATION 


This appeared in the December 1951 issue of the Public Service Company’s 
publication that goes out with their monthly statements, Home and Community 


meervice: 


UTILITIES COMMISSION PRESIDENT CRITICIZES DISCRIMINATION IN SALE 
OF PUBLIC POWER 


The following is a digest of an outstanding and revealing article, The Unfair 
Preference for Public Power by H. N. Beamer, president, Idaho Public Utilities 
Commission. 

Mr. Beamer’s scholarly treatise was published in a late issue of the magazine, 
Public Utilities Fortnightly. He points out that an unbelievable situation 
presently exists, regarding statutes of law which govern distribution and sale of 
electric energy to customers throughout the Nation. One set of statutes, which 
governs private utilities, provides for no discrimination or preference in sale of 
power. The other set, under which large Federal powerplants operate, provides 
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for the exact opposite—for rank diserimination and preference in the sale of 
electricity. 

Mr. Beamer further said: “A paramount function of utility regulatory com- 
missions, both Federal and State, is to see that electric users are supplied with 
ample electricity at reasonable rates and without discrimination All these 
commissions obtain their jurisdiction and authority from statutes of law which 
prohibit preferences and discrimination. No commission would, or lawfully 
could, permit a supplier of electric power to favor one town over another 

‘‘Surprising it is, then, to find that other statutes of law not only permit, but 
require that preference and discrimination be the rule in sale of electricity from 
Federal power plants constructed by the Government, with the money of taxpayers 
across the Nation. 

“Tt is required by the Government that preference in sale of Federal project power 
be given to public bodies, municipalities, cooperatives, public utility districts, 
and other similar agencies and organizations 

“Federal preference requirements give no consideration whatever to the con- 
sumer of power, but are based entirely upon the type of distributor involved, 
Therefore, they are a discrimination against customers of regulated utility com- 
panies, in favor of those persons who obtain their service from preferred 
distributors. 

“Under the cloak of Government statutes, public agency preferences are forcing 
a change from private to public ownership of distribu ion facilitie Unless this 
trend is halted, socialization of the electric industry is bound to result 
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Exuisit AE 


NortHweEst Rurat Puriic Powsr District, 
Hay Springs, Nebr., November 28, 1953. 
Mr. Joun CLEMA, 
Executive Manager, Nebraska Rural Electric Association, 
Lincoln, Ne br. 


Drar Mr. Crema: Enclosed please find a copy of our work sheets—the last 
sheet being a summary of the other three—showing our calculation in estimating 
penalty charges that will accrue under the new power sales criteria. Also 
enclosed is a copy of the system load study as developed by REA. 

In determining penalty charges no consideration was given to irrigation. 
However, it is prol | 


able that 450 kilowatts at Gordon and 300 kilowatts at Hay 
Springs will be requested for the irrigation season. This load is very unpredic- 
tal and we dont know what to do in regard to it. You will note that the 
customer must reach in demand $4 percent of the contracted delivery to eliminate 
the capacity penalty This is, in my opinion, very unfair to customers without 


generation who must contract far in advance. Such a customer cannot hope to 


reach 94 percent demand on the contract until the last 2 or 3 vears of the con- 
tract \ 5-vear contract we might live with, but 29-vear periods are hopeless. 
You will note that throu 1962 ynlvy  vears) reaquirements under contract 
involves penaltv payments in excess of $10,000. ‘This raises the kilowatt-hour 
cost to a high of 8.55 mills Add to this the proposed raise of 16 to 20 percent 


and the Bureau has very nearly accomplished its announced goal—noncompetitive 


We can see no sound reason why one department of the Government should 
take deliberate action which when applied will force loans made bv another 
epartment of the same Government to an unstable financial standing. We 
know that such raises in kilowatt-hour costs as proposed will do just that to this 
Tt ther tough for us as even our A section loan was 
‘onsidered unfeasible until a commitment was obtained from the Bureau of 











Reclamation that power woula be made available in the area at from 7 to 7.5 
mills per kilowatt-hour aepending on the load ‘tor. A raise in retail rates 
cannot be the answer over the long pull. Our rates are as high now as the traffic 
will bear—and much higher than for most electric utilities. The higher the 
rate the greater becomes the number of minimum users. This number also 
beco reater with a decline in farm income. It appears that we already have 


income decline and then to be saddled with the necessity of retail rate 
would appear to be the straw that broke the camel’s hack. 

It is very difficult for this district to accurately forecast its power requirement 
through 1962 and impossible to do so through 1973. If it were possible to fore- 
east through 1973 it would be financially impossible to contract for protection 
against the 20-year firm committments of the Bureau to nonpreference customers. 

The forecast of power required from the Bureau is very apt to be inaccurate 





1. The electric facilities controlled by this district were first energized in 1949. 


There is not enough past history on which to base judgment 
2. It is unknown how much (if any) power will be available from the Tri-State 
Generat I and Transmiss I Association 
ire of the Glendo project is very cloudy, and it is unknown if power 
e available from and, if so, probably not until 1960. 
4. Irrigation in this area is very unpredictabl If the next few years are 
semidrought years and farm prices do not decline further we would expect consid- 








erable expa yn in the irrigation load. On the other hand, if farm prices drop 
such expansion will be seriously curtailed regardless of rainfall conditions. 
5. We have not learned from the Bureau whether unused power committed at 


one point of delivery may be transferred to a second point of delivery under the 
I’stimates can only be made for normal conditions. Abnormal load growth 


We believe that this statement of the situation will give you and the State asso- 


ciation something vou can work with. Perhaps people who are in control can be 
made to see our side of the problem, If desired, anything in this letter may be 


duplicated or otherwise used 
Very truly yours, 


Grecory R. Cripps, Manager. 








POWER POLICY 479 


NORTHWEsT RuraL Pusiic Power Disrrict, Hay Sprinas, NEBR. 
Hay Springs substation 


Average demand, 85 percent of peak; annual load factor, 43.8 percent of peak; cost per kilowatt-hour at 
present rate, $0.0074] 











Contract | Billing Annual Bill less Demand Capacity . contract Total 
rate |demand| Kilowatt- | capacity charge ! charge penalty cost 
hours charge . P payment ; 

1954 699 2,681,979 | $19, 846. 64 $7, 129. 80 $10, 183. 68 $3, 053. 88 $22, 900, 52 
1955 770 2, 954, 398 21, 862. 55 7, 854. 00 11, 456. 64 }, 602. 64 25, 465, 19 
1956 R50 261, 348 33. 98 8. 670. 00 12, 729. 60 4, 059. 60 28, 193, 58 
1957 963 694, O15 7 9, 822. 60 12, 729. 60 2, 907.00 | ; 37 
1958 1.075 4, 124, 646 Ig 10, 965, 00 12, 729. 60 1, 764. 60 as 
1959 1.140 4 2 367.92 11. 628.00 12. 729. 60 1,101.60 | 33,469. 52 
1960 1, 230 } 34, 923. 28 12, 546. 00 12, 729. 60 183. 60 106. 88 
1961 1, 30 4, O87, 044 36, 910. 79 13, 260. 00 12 16, 910. 79 
1962 1, 326 5,087,702 | 37,648.99 13 5. 20 12, 7, 648, 99 
Total ; | seedeue) Be Cen oe we 


1 Demand billing times 85 percent times 12. 


Must be nearer than 92 percent of contract rate of delivery to eliminate capacity charge. 





Gordon substa lion 


[Average demand, 85 percent of peak; annual load factor, 43.8 percent of peak; cost per kilowatt-hour at 
present rate, $0.0074] 


Contract 




















Contract Annual Bill } Demand | Capacity Total 
rate xilowatt- capacity charge ! charge penalty cost 
P hours charge ~~ . payment : 
1954 1272 699 2 681.979 $19, 846, 64 $7, 129. 80 $9, THR. OF $22 485.80 
1955 2 768 21, 805. 76 7,8 60 10, 990. O8 24, 962. 24 
105 2 844 23, 963. 62 § 608, 80 12, 211. 20 9 66. 02 
1957 2, 888, 08 9. 659. 40 12. 211, 2% 29. 439. 88 
1958 ) ] 29, 102. 73 10, 455. 00 12, 211. 2 0), 858. 93 
l 12 1 OOK 30, O48, 27 11, 118. 00 12, 211. 20 32 041. 47 
10% 12 1 ) 32. O35, 78 11. 832. ( 2 911. 20 2 2 214 OR 
, l ] 1 34, 207. 21 12. 648. 00 12. 211. 20 5, 207. 21 
1962 1,2 l 78 12, 974. 40 12, 211. > Se 6, 115. 78 
t 15, 178. 44 
85 } bill lemand times 12 
Mu irer than 91 percent of contract rate of delivery to eliminate capacity charge 
Vhitney substation 
[A rage 85 percent of peak; annual load factor, 43.8 percent of peak; c per kilowatt-hou at 
ent 1 te, $0.0074] 
1] less Cc act . 
Contract Billing Bill ke Demand Capacity ontra Total 
t i nd capacn charge r e Doras) cost 
¢ ( Alay . Ci a + 5 
- charge ; - payment 
1054 799 4i1 1, 576, 958 $11, 669. 49 $4, 192. 20 $6, 136. 32 $1, 944, 12 $13, 613. 61 
] 799 471 1, 807, 717 13, 373. 06 4,804. 20 6, 908. 36 2, 099. 16 15, 472. 22 
1956 799 531 R3 15. 076. 63 5. 416. 20 7. 670. 40 2, 254. 22 17, 330. 83 
1957 799 591 16, 780. 21 6, 028. 20 7, 670. 40 1, 642, 20 18, 422. 41 
1958 799 631 17, 915. 93 6, 436, 20 40) 1, 234. 20 19, 150. 13 
1959 es 799 672 383 19, O80. 03 6, 854. 40 40 816. 00 19, 896. 03 
1960 799 185 20, 158. 97 , 242.00 40 428. 40 20, 587. 37 
1961 799 751 497 21, 323. 08 7, 660. 20 4) 10. < 21, 333. 28 
1962 799 799 667 22, 685, 94 8. 149. 80 40) 29 685, 94 
Total . 10, 428. 50 


Demand billing times 85 percent times 12. 


Must be 94 percent of contract rate of delivery to eliminate capacity charge. 
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Exuipsit AF 


Cost of electric service under new rate, Chimney Rock Public Power District 
{Load growth, 0.8 percent; average rate before capacity charge, 6.7 mills/kilowatt-hour; ratio of average 
annual demand to peak demand, 85 percent; annual load factor, 42.5 percent] 


1953 | 1954 1955 1956 1957 1958 1959 1960 1961 1962 


(1) Peak demand (kilowatts) 950| 1,026) 1,108) 1,197) 1.293) 1,306 1,508) 1,629) 1,759! 1,900 
(2) Annual energy kilowatt-hours mul- 
tiplied by )3 





3, 537, 3,810) 4,125) 4,456) 4,814 197| 5,614, 6,065, 6,549) 7,074 
(3) Rate in mills/kilowatt-hour 6.7 6.7 6.7 6.7 6.7 6.7 6.7 6.7 6.7 6.7 
(4) Demand and energy charge 23, 698 25, 594! 27, 638) 29, 855) 32, 254 34, 820 37, 614) 40, 636 43, 878 47, 396 


(5) Sum of demand charges 9, 690) LO, 465) 11, 302) 12, 209) 13, 189) 14, 239) 15, 382 16, 616) 17, 942 19, 380 
Contracted for 5th year require- 
ment; 1,293 kilowatts 


(6) Minimum capacity charg¢ 9, 939) 11, 172) 12, 413) 12, 413! 12, 413) 12, 413) 12, 413) 12, 413/12, 413 12, 413 
(7) Capacity penalty 248 707) 1,111 204 0 0 0 0 0 0 
(8) Total charge 13, 938) 26, 301) 28, 749)| 30, 059) 32, 254 34, 820 37, 614) 40, 636 43, 878 47, 396 
(9) Rate in mills/kilowatt-hours 6.8 6.9 7.0 6.7 6.7 6.7 6.7 6.7 6.7 6.7 
Contracted for 10th year require- 
ment; 1,900 kilowatts 
(6) Minimum capacity charge 14, 592) 16, 416) 18, 249) 18, 240,18, 240 18, 240) 18, 240 18, 240 18, 240,18, 240 
(7) Capacity penalty 4,902) 5,951) 6,938) 6,031) 5,051! 4,001! 2,858) 1,623 298 0 
(8) Total charge 28, 609, 31, 545/34, 576 35, 886/37, 305/38, 821| 40, 472 42, 259 44, 176/47, 396 
(9) Rate in mills/kilowatt-hours 8.1 8.3 8.4 8.1 7.7 7.5 7.2 7.0 6.7 6.7 


Lines (1) and (2) are the estimated requirement of the Chimney Rock Public Power District. 

Line (4) =line (3) multiplied by line (2). 

Line (5) =0.85 multiplied by 12 multiplied by peak demand. 

Line (6)=percent multiplied by 9.60 multiplied by C. R. D. (use 80 percent 1st year, 90 percent 2d year, 
100 percent thereafter 

Line (7) =line (6) minus line (5) all positive answers or zero. 

Line (8) =line (7) plus line (4 

Line (9) =line (8) divided by lin? (2). 

Increased ccst of power based upon proposed rate for 10-year power requirement, $37,653 


Exuipit AG 


Mi.es oF Lint AND Costs IN Missourtr Bastin Statrzs, EASTERN DIVISION 


The tabulation below vives information on transmission lines in the various 
States of the Missouri River Basin project, Eastern Division. These data 
concern the transmission facilities serving the mainstem area of the project. 
The data include those lines that are existing or under construction, and the figures 
presented, both for costs and mileages, are approximate and rounded out as it 
was necessary to prorate mileage and costs of interstate transmission lines on the 
basis of scaled mileages. 


Network lines Miles 
Montana Z <e . 125 $2, 000, 000 
North Dakota ‘ ; 450 10, 000, 000 
South Dakota. 300 8, 800, 000 
Total .. ; . 875 20, 800, 000 


Lines to load centers 





Montana 875 9, 300, 000 
North Dakota 780 , 000 
South Dakota 1, 250 , 000 
Minnesota 50 000 
Nebraska 40 , 000 

2,995 46, 000, 000 


Total . d 3, 870 66, 


800, 000 
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Exuipit AH 
Wuat “Loca” Prope? 


4 lot has been written about the people running a project “locally’’ with local 
responsibility, instead of the people in Washington through their area offices heading 
up and coordinating with local groups certain vast developments which involve 
multipurpose dams (dams that have the purpose of providing irrigation, naviga- 
tion, flood control, and electric power, ete 

The proposed Snake River projects in Idaho appear to involve that issue. The 
question of a huge multipurpose dam at Hells Canyon developed by the Federal 
Government or smaller ones built by an investor-owned private utility is now 
being discussed by the Federal Power Commission 

It is interesting to note that the “‘local’’ people in this case, the Idaho Power 
Co., is actually owned and controlled by 10 big stockholders located in Penn- 
svivania, Connecticut, Massachusetts, Illinois, and New York: the nearest of the 
10 is low ated in Wisconsin 

lhe company is incorporated in Maine, holds its meetings in Maine with a great 
majority of the stock being held outside the state of Idaho About 8 percent of 
the stock is held by people in the Idaho area 

Certainly we folks can’t be ‘‘kidded”’ into calling that “locally owned”’ and 
operated 

It is pretty certain that the majority of the people in Idaho and the neighboring 
States would be happier with a federally developed project, insuring the low cost 
power, irrigation, and the low-cost fertilizer that is so badly needed and which can 
be produced in that area Yet it isn’t being decided by any stretch of the 
imagination by “‘local’’ people. The election in Wyoming of Gracie Pfost to 
Congress was chargeable to her favorable stand on the development of the Hells 
Canyon project by the Federal Government 

Would the dams on the Snake River that wceuld be built by the Idaho Power 
Co. be “locally”? owned and controlled? Would the farmers in that area get the 


maximum possible benefits from the investor owned utility? 





No REASON FoR INCREASED REA InreREstT Rates 


There has been movement afoot in high places to increase the interest rates on 
new REA loans from the present 2 percent to 4 percent. If the proposed increase 
were based upon some facts, we naturally would consider them Interest that 
the Government had to pay did go up on new bond issues a few months ago, but 
now the reverse is true, and the trend is downward again 

After Mr. Ancher Nelsen, Administrator for REA, made a study of the facts, 
he reported to the Budget Bureau that interest collected from REA borrowers 
over the 18-year life of the program ‘‘has been sufficient to cover the interest paid 
} 





by the Treasury on long-term borrowings, and there has thus been no loss to the 


» the Budget Director and others 
s It should also give notice that 


} 


the REA financed systems are not taking a free ride at the taxpayers’ expense. 


This conclusion is gratifyir It should s 





that there is no need to increa the interest 
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lradit il policy New rule 
requirements of pref ( ernment will not, during 
] f up] term f contract increase 
tl I A delivery rate to meet 
4 ! oe i ] growth of preference 
' ‘ rs 
efere 7 wt rate to preference 
: . iste based on contract 
ed a 
fir ower si t W esale firm power sold to 
\ powet c panies on non- 
ible t withdrawable 20-year basi 
Feder ya ed e ( ormalized policy ab- 
wre ) il withor SO! ng the Govern! ent of all 
vdditional Federa itility’’ responsibility and all 
ind transmissio r¢ onsibility to provide 
1dded electric service when 
need 
‘ MK ir 1 Government allows power con 
per t-hour t panic mum of 1 mill 
I r panie d G. and kilowatt-hour for wheeling 
r ¢ like for firm power but may allow G 
whee g ch ol firn and T. cooperatives consider 
pow ibly less than 1 mill per kilo 
itt-hour for s lar service 
ment generally pur Purchases of thermal] energy 
1ased max im economica vill be minimized ‘his will 
juantities of thermal energy enerally reduce the firm en- 
to mak iximum quantit er available from the proj- 
of fir power available to ect and increase peaking ca- 
prefere istomers pacity 
or Gove ent pow Government will decrease dif 
ed to pay pre t fer al between its rates and 
and provide yard iz t | and rates of private companies 
whic » measu é by raising Federal rate 
I , of pl oO 
} p | 
! ‘ ied pr ry Pr ite companies are encour 
respons 0 comp ged to build any project or 
her e deve ment of river portion of project which they 
ba i ple purpose are willing to undertake. 





Bas 1? 





marketing criteria 


itd 


Effect on cooperatives 


Cooperative must choose between 4 
contracting for more power than 








n 
it needs to protect its future sup- i 
ply or exhaust its quota of Fed- ¥ 
eral power in a short time i 

If cooperative tries to contract for : 
more than its minimum require- 
ments, it must pay a ratepenalty ’ 

No power increments can be made ' 
available to cooperatives to meet i 
load growth unless such incre- ; 
ments are initially reserved at i 
extra cost ‘ 

Cooperatives must jook to high- : 
cost thermal generation at from 
two to three times present Fed 
eral rates for additional sources 
of power and energy 5 


Would financially penalize G. and T. 
ratives which would desire 2 
arrangement 


coope 


new 


oe 


eg 


Increases potential benefits to 
power companies and reduces 
potential benefits to preferred 


customers, 


SN ee 


Will raise rates of Federal power 
and increase operating costs of 
coope ratives 


Power companies will build most : 
profitable projects and thereby 
disrupt comprehensive basin de- 


velopment plans, raise cost of 
Federal power, and retain for 
themselves the benefits which 


belong to the people. 
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